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With the increased attention which is being given by universi- 
ties to the training of students for business there has come an 
increased interest among both college authorities and employers in 
the problem of adjusting the inexperienced graduates of the schools 
of commerce to the practical affairs of business. College teachers 
and administrators understand fully that their graduates are not 
qualified to assume at once the duties of responsible business 
executives. They know that every man must pass through an 
apprenticeship in order to acquire an intimate personal knowledge 
of general business practices, to develop sound judgment or 
business sense, to gain skill in dealing with men, and to learn, in 
addition, the technique of the particular industry or occupation 
with which he is to be connected. It is their belief, however, that 
the period of such an apprenticeship will be materially shortened 
by the training which the college graduate has received and that 
ultimately he will have a broader view of business because of the 
foundation which he has laid in college. 

Business men are coming to have a more considerate attitude 
toward the college man, not because of his immediate usefulness 
but because of his potential value. They are realizing, also, that any 
growing industrial or financial concern which requires a large 
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personnel must have as an essential part of its organization a 
comprehensive educational scheme. A number of companies have, 
therefore, developed carefully organized plans for training college 
men in order to facilitate their transition from the academic environ- 
ment to the practical business world. This movement has attained 
sufficient headway to justify a study of its progress, methods, and 
results. It is believed that such a survey will be of interest to 
business men, college instructors, and students. 

The information upon which this paper is based was obtained 
from representatives of some of the leading corporations of the 
country. A questionnaire was sent to four hundred and forty- 
four companies; answers were received from two hundred and 
thirty. Fifty-seven reported more or less definitely organized 
educational plans for college men. Thirty-seven stated that while 
they had no regular course they were glad to receive college men 
and let them ‘‘work up.” Others stated that they were interested 
in the plan and were considering its adoption. In this paper I 
have eliminated all discussion of educational or apprenticeship 
plans for training employees for the trades or for purely clerical 
positions. 

The fifty-seven corporations which reported the maintenance 
of training schools for college men are quite representative, being 
distributed over numerous classes of the manufacturing industry, 
the petroleum industry, domestic merchandising, foreign trade, 
banking, insurance, railroads, and other public utilities.’ It is 
hardly necessary to state that all of these industries possess the 
advantages of large-scale production. 

An examination of the dates of the establishment of the various 
plans of training discloses an interesting trend. The earliest date 
mentioned in the responses to the questionnaire is 1889, at which 
time the Westinghouse Electric and Manufacturing Company 
inaugurated its first plan. Prior to 1910 but seven of these com- 
panies had training plans. From 1910 to 1917 (inclusive) seventeen 
schools were started and during the three years 1918-20 twenty-six 

Classification according to the nature of the business is as follows: manufactur- 


ing, 25; petroleum, 3; merchandising, 3; foreign trade, 4; banking, 5; insurance, 2; 
railroads and other public utilities, 12; miscellaneous, 3. 
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plans or 45.6 per cent of the total were inaugurated.‘ One com- 
pany, not included in the summary, stated that it had attempted 
such a plan but had abandoned it. 

It is worth while noting that this progress as indicated above, 
while not exactly synchronous with the development of the 
collegiate schools of commerce, has followed closely along parallel 
lines. It required a few years for these schools of commerce to 
justify themselves by the results and to win the confidence of 
employers. Seeing the willingness of the colleges to adapt their 
courses of instruction to the changing economic conditions in order 
to meet the needs of those young men who contemplate following 
business careers instead of the professions, and appreciating the 
value of such college training, business men are showing a fine 
spirit of co-operation by providing what might be called, for lack 
of a better term, ‘“‘postgraduate”’ courses in their respective 
industries. It is analogous to the very excellent plan of giving 
the graduate of the medical school further instruction and practice, 
as an interne in a hospital. 

The time and frequency of beginning classes depends some- 
what upon the length and character of the training courses. In 
the majority of cases in which information was given on this point, 
it is stated that students may begin at any time. Six open their 
courses once a year, in the summer or early fall. Eight receive 
students twice a year—one course beginning in the summer or 
fall and the other in the winter or spring. Three begin their 
courses four times a year—two of them in January, April, July, 
and October, and one of them at irregular intervals. Two 
commence their courses five times a year. Fourteen companies 
did not answer this question. 

As to the length of the training courses there is much diversity.” 
This variation in length seems to be due in part to the differences 


t In seven cases the date was not stated. 


2 No. of Length of 
Companies Term 
| RE eT ee eT ee 1 — 6 weeks 
ee ee err ee 13— 6 months 
Ee ae Ee 6 -12 months 
By, coven ait seeds end nhorneio ene 1}— 2 years 
i <ssduu apie, Siseon caiman aeee aoe 23- 4 years 


Ten companies furnished no information. 














700 WILLIAM A. RAWLES 


in the types of work for which the young men are to be trained 
and in part to the differences in the interpretations placed upon 
the question. Where the object is to train men for salesmanship 
and office positions, the periods of training are short. On the 
other hand, where the purpose is to develop factory superintendents 
or other executives requiring a thorough knowledge of technical 
processes and a considerable degree of mechanical skill, a longer 
time is required. Again, where the student is given a brief pre- 
liminary training and set to work in some definite department on 
productive work, the period of this preliminary training is short. 
In practice, doubtless, the real training period is longer, inasmuch 
as the student is usually under the direction and supervision of some 
official who is constantly instructing him. 

The compensation during the training period in 1920 was in 
the main based on the cost of living in the respective cities, although 
in some cases experience was a factor in determining the amount 
paid. In those companies where the training was of long dura- 
tion, the initial salary or wage was low but was increased with 
length of service. The compensation for training for foreign 
service was usually higher than that for preparation for employment 
in the United States. The predominant rate was from $20 to 
$25 per week.’ In some cases additional allowances were made 
for expenses when traveling in the employ of the company or on 
demonstration trips. In only two instances was no compensation 
whatever given. 

The number of graduates that are annually admitted to business 
through the medium of these training schools deserves notice. 
Fourteen corporations gave no information upon this point, two 
explaining that their schools were too new to give accurate figures. 


«The companies reporting definite salaries or ranges of compensation may be 


grouped as follows: 


No. of Pay Offered 
Companies Per Week 
icicea Seay rece inaisoee masa $10-$12.50 
ee eee Si i ee aa I5- 19.00 
"eee svn niddpaane sybian eines 20- 25.00 
_ POC ee Tee eT OTe PTC Ce 25- 30.00 
Winn i Ricewi aber ma eheatadee 25- 35.00 
a TT 30- 35.00 


Fourteen failed to answer the question. 
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Eleven state that the number is indefinite, depending in one instance 
upon the number of desirable men available and in others upon 
the expansion of business and the frequency of resignations and 
dismissals. Thirty-four companies give approximate figures which 
range from 5 to 300." The highest figure is given by a large 
wholesale house and by an insurance company. Those industries 
which provide training especially for technical experts admit the 
larger numbers. By computing the total it is found that these 
thirty-four companies accept from 2,000 to 2,400 students each 
year. Making a very conservative estimate of the numbers 
admitted by the other twenty-three companies, it is safe to say 
that employers are providing at their own expense training for 
from 2,500 to 3,000 college graduates each year. It is impossible 
to state definitely just what proportion of these are the product 
of collegiate schools of business and colleges offering business courses 
and what proportion are graduates of the technological schools. 
Probably two-thirds are from the former. Assuming the average 
length of the training period to be nine months and the average 
compensation to be $140 per month, the cost (in salary) of training 
from 2,000 to 3,000 men each year is from $2,500,000 to $3,800,000. 
This does not include the expense of providing instruction and 
equipment and other incidental outlays. It should be borne in 
mind also that in thirteen companies the work of students is 
non-productive and in nineteen others it is semi-productive. 
These figures show that business is willing to bear its fair share of 
the cost of assimilating the output of the college into the industrial, 
commercial, and financial life of the country. 


' These companies may be classified as follows: 


No. of No. of Applicants 
Companies Admitt 
Mirek Liaw s eathig acxasass dd eee 5 
LOE TEE TREO TRENT rr Teer eS 6- 15 
Daa diaeieadrticatne wea ica ae IO- 20 
| Se eee a eee RE Ae eae Oe 20- 25 
I a os Hersh Cok ase sana aE 30- 40 


Bair bd cid soca weal eel mrate eee 60 
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The type of training naturally depends upon the genera! purpose 
in view, the nature of the business, and the character of the work 
to be performed by the recruit after he has finished his course. 
The purposes of the courses as stated in the replies range from the 
humanitarian one “‘to give that education which is life, directed 
by purpose in order that there need be no ‘period of adjustment’ 
after graduation” to the utilitarian one of developing specialists 
in some technical line. 

In order to give an idea of the various views, I shall quote from 
a number of typical answers. Some of them lay emphasis upon 
their attempt ‘‘to give a comprehensive knowledge of the business”; 
“to broaden them before initiation into a definite branch of the 
service”; ‘‘to give students a thorough knowledge of the manu- 
facture, care, and use of our product in order that real service 
may be rendered to customers”; ‘“‘to familiarize students with 
what we make, how we make it, and how to sell it”; ‘“‘to give 
young men the point of view of our factory”; ‘“‘to give college 
graduates practical experience in the manufacture and sale of our 
product which results in their becoming the best material for 
executive positions.’’ Others stress the advantage of the course 
as a means of sifting and selecting future minor executives: ‘to 
bring into the organization college men of a desirable type”; 
“‘to attract college men, to discover good ones, to lose or discourage 
poor ones, to acquaint good ones with our business’’; “‘to select 
the right man for each position”’; ‘‘to meet the company’s require- 
ments for trained men’’; “to create a constant source of picked young 
men who have the advantage of a general knowledge of the pro- 
duction of our products.” Still others mention specific purposes— 
such as the fitting of men for service in foreign work, or as salesmen, 
office and factory executives, or as specialists in engineering lines. 

Naturally in view of the differences in respect to the chief aim 
of the training course, the differences in the nature of business 
details, and the variety of positions for which students are trained, 
we would expect to find great differences in the length of the train- 
ing courses and the plans pursued. 

From an examination of the educational plans, three types may 
be observed. The first class may be called ‘‘study courses.’”* The 


* Thirteen companies have this type of training. 
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chief purpose of such courses is to give a broad basic knowledge 
of the business so that the man may have a general understanding 
of the whole working of the organization, the interrelation of its 
departments, its policies, practices, products, and its future 
possibilities. One company says that “‘the student’s time is spent 
in learning about production methods, office procedure, sales 
methods, etc.’’ It aims to bring the men to a state of proficiency 
by means of intensive training covering a short period of time, 
seldom more than six months. Consequently, their work is wholly 
non-productive, although they receive pay during the period of 
training. The educational plan is carefully worked out including 
usually the following methods: study of textbooks and instruction 
sheets with recitations and discussions; reports on work; examina- 
tions; conferences with instructors and specialists; outside read- 
ing; lectures by officials or others; inspection trips with reports 
upon them; and some practical work. Often full-time instructors 
are employed and records are kept of the progress of students and 
their personal characteristics. A full discussion of pedagogical 
methods would lead us too far afield 

As illustrative of the educational methods used, I quote from 
two reports: 

Written instructions covering analysis of catalogs with questionnaires 
constitute the only examinations; observation trips through factory with 


written descriptions of manufacturing processes to be studied afterward; 
lectures, conferences, practical work in making up systems, etc. 


Weekly conferences are held with executives at the works and the students 
are allowed to ask questions and all of the various phases are carefully covered 
during the ten-months period. Weekly trips are made to installations and to 
other companies. Questions are submitted covering the class of work students 
are studying in order that they may more readily grasp the important points. 


At the other extreme are the “practical or work courses.’”* 
Their chief purpose is to give the men practical experience, to 
develop a group of trained men from which superintendents and 
executives may later be selected. Little if any attention is given 
to formal study. The time of the men is productive from the 
beginning. They are assigned to the several departments and 


* Sixteen companies have adopted this type. 
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rotated at intervals. They are supposed to acquire their knowledge 
from observation, by repetition of the processes, and by asking 
questions of their fellow-employees and foremen. Often they have 
no supervision other than that given to employees in the depart- 
ment. Occasionally conferences are held with engineers supple- 
menting the practical experience in the shops. Examinations and 
reports are required in some cases. 

As indicating the policies of those who put the students at 
productive work the following statements are cited: 

Men are shifted from one department to another after having actually 
done the work with their own hands. A regular schedule is maintained and 
adhered to as far as possible for each member. 

Mere skill in operating is not the real object, although in certain work the 
student must attain a certain degree of skill in production. The emphasis 
is placed on correct principles and methods. Assignment to departments 
depends entirely upon the relative importantce of the departmental work. 

Periodic lectures by department heads are given on vital subjects. 
Students are frequently referred to technical men to gather information. 
Students answer questionnaires after leaving one department. Students are 
referred to standard books for outside reading. 

Questions covering broadly each field of work are given the student at 
the time of each transfer. Weekly conferences are held with engineers. 
Outside reading is assigned, optional outside lecture courses are available. 
Observation trips are made to local industries. Written reports are required 
from time to time. The basis of the training period, however, consists of 
practical work under shop discipline on our various products. 

Between these two types are the ‘“‘study and practice courses”’ 
which seek to combine the instructional features of the first with the 
practical methods of the second.‘ The proportion of time given to 
productive and non-productive work varies in different cases. The 
kind and the amount of the practical work are determined by its 
educational value and not by its productivity or the needs of 
departments. The chief object is to give the student a varied 
experience and at the same time a comprehensive insight into the 
business as a unit. The length of the course is longer than that of 
the first type but usually shorter than that of the second. The 
methods of the other two types are used. 


* Nineteen companies use the “‘study and practice course.” 
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The following are representative answers furnished by companies 
requiring some productive work of students: 

New employees are first placed in the Correspondence Division where 
they are taught principles of business correspondence, methods of procuring 
information needed to answer letters, principles of adjustments of complaints 
by letters, etc. After about two months the student’s work becomes produc- 
tive and he gradually increases in value. 


Work is productive at times. Production is not allowed to interfere with 
progress in experience work. Persons are not assigned to a particular depart- 
ment until after training course. 


The student’s time is non-productive for at least three months. At the 
expiration of that time he is given a definite assignment pending his permanent 
assignment to a foreign or domestic office. During the first three months he 
spends his time largely in observing the methods of the various departments. 


Where the purpose of the training is to prepare men for engineer- 
ing positions, their work is generally productive; where the purpose 
is to prepare men for office or commercial positions, their work is 
usually non-productive or semi-productive. 

The characteristic which is common to all types of corporation 
training is its definite application to the specific duties which the 
students will have to perform in technical or administrative posi- 
tions. It presupposes, as a basis, a mental discipline and a general 
theoretical knowledge of business or a technological training. 

In response to the question concerning the previous education 
required for admission to the training school, ten companies made 
no answer. Three state that the course is not exclusively for 
college graduates and that applicants with high-school education 
are received. Two require at least two years of college work. 
Thirty-seven admit no applicants who are not graduates of colleges 
(preferably with a business course), collegiate schools of business, 
or engineering schools. Three of these require in addition some 
business experience. Five make no mention of formal educational 
qualifications, but stipulate that preliminary experience (in bank- 
ing, office work, salesmanship, or mechanical trades) is essential 
to eligibility.’ 

In the selection of applicants forty-two companies assert that 
an interview is necessary and four state that it is preferred or 


* It is presumed that such persons must have had at least a high-school training. 





706 WILLIAM A. RAWLES 


generally used. Only one signifies that an interview is not 
required." Twenty-three companies—one-half of those reporting 
on this point—make advances by sending their representatives to 
visit colleges for the purpose of holding interviews with seniors. 
Eleven do so occasionally or by arrangement, and two are contem- 
plating adopting the plan. Eight make no visits.’ 

Fourteen companies admit juniors or other undergraduates for 
summer training; thirteen do so seldom, or only in exceptional 
cases or only with the understanding that the students will return 
to the company; three are considering it; one tried it successfully 
last year as a process of selection; fourteen do not admit under- 
graduates at all. It would seem that the practice of receiving 
undergraduates upon terms which would protect the company 
would have the advantages of affording the company the oppor- 
tunity to sift the men, of giving the men a chance to find out 
whether or not they would like the industry, and of shortening 
the period of apprenticeship—especially in those industries in which 
a long time is required to learn the technical details of the business. 

All of the twenty companies furnishing information concerning 
the success of the plan express satisfaction with the results. None 
of them seems to use mathematical methods or psychological tests 
in the measurement of success. Their opinions are based upon 
(1) the attitude and interest of the student in his work and his 
effort to make himself efficient; (2) his accomplishment, his self- 
development, his demonstration of initiative, and his grasp of 
instruction during the course as indicated by reports handed in by 
the student and by reports filed when he has completed the course; 
(3) reports from foremen and superintendents and the judgment 
of experienced men as to how students react; (4) the student’s 
subsequent performance after completion of the course (not 
necessarily immediate but with due regard for the future), his 
ability to fill positions of responsibility, his service to the company, 
his constant development, and his continuance with the company. 

* No answers were received from ten companies. 


2 No answers were received from thirteen companies. 
3 Twelve companies made no report on this point. 
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Two statements deserve quotation in full: 


The success of the course is measured by labor stability, efficiency, output, 
smaller force, spirit, material measured, charts, graphs, tables, and labor 
turnover figures. 


A very careful record is kept of each man’s progress throughout the entire 
course. His work is corrected from time to time and a mark established, 
which he must equal in order to graduate from the class. A card index of 
each individual is kept after he leaves the school, which is brought to the atten- 
tion of the sales manager each week. 


The success of any plan depends upon the outline of a rational 
course adapted to the needs of the particular industry, the employ- 
ment of competent and inspiring teachers, the careful selection 
and close supervision of students and the hearty co-operation of 
the officers of the company. 

The kind of work to which students are assigned after comple- 
tion of the course depends upon their particular aptitudes, qualifica- 
tions and preferences, the openings available at the time, and the 
nature of the business. In some cases the first assignment is 
upon work which is more or less routine in character, with later 
advancement as the industry and progress of the student justify 
and the departmental requirements demand.* 

While the far-sighted college graduate is more concerned in the 
opportunity for a career in a prosperous and progressive business 
than in the immediate pecuniary reward, he is nevertheless 
interested in knowing what compensation may be expected after 
completing the training course. Fifteen of the fifty-seven com- 
panies gave no information in reply to this question. Twenty-four 
companies state that the initial salary is not fixed, the amount 
depending upon the individual’s ability, the nature of the position, 
and the business conditions. In one case the remuneration is in 
the form of a commission. The salaries paid by those companies 
which reported specific sums range from a minimum of $100 to 


*The usual classes of employment are the following: clerical, foremanship, 
technica] (leading ultimately to executive work), salesmanship (including district 
management), advertising, accounting, statistical, credits and collections, traffic, 
design or research, engineering, and executive. 
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$325 per month.’ The amount of initial salary is generally larger 
where the training period is long. 

One of the most interesting parts of the reports is found in the 
answers to the question: ‘How can closer co-operation between 
employers and business schools of collegiate rank be secured ?’””? 
Practically all of the companies which answered this question 
emphasized the importance of cultivating mutual understanding 
between schools and employers. Among the suggested means of 
bringing this about are the following: ‘‘frank discussions of the 
collegiate courses, criticisms both of college work and company 
“schools forming a large personal business 
acquaintance’’; “schools sending instructors direct to the places 
of business of clients”; “frequent visits of instructors to large 
organizations to learn at first hand what problems will confront 
their graduates”; ‘faculty men spending their vacations in 
industry getting the industrial atmosphere and point of view”’; 
“visits to plants by the representative of the school who is in charge 
of placing graduates”’; “‘ conferences of deans and placement officers 
with employment managers and employers”; ‘encouragement of 
visits by practical men to the college, not only to deliver lectures 
but to mingle informally with the undergraduates”; ‘“‘establish- 
ment by industries of departments for the purpose of co-operating 
with, and being of service to, the educational! institutions”; ‘‘hav- 
ing schools keep before employers the type of service which they 
are able to render’; ‘‘on the part of the employer an analysis of 
his needs and the determination of the characteristics necessary 
for success with his company, and on the part of the schools an 
analysis of the requirements of business.” 

The suggestion is made that closer co-operation might be 
secured by the college making a ‘“‘careful rating of its graduates 
and by the employer advising the college from time to time as to 
the progress of its graduates in order to guide them in future 


training plans”’; 


* These companies may be roughly classified as follows: 


No. of Paying Monthly 
Companies Over Under 
Bik cancneredierewaanana $100 $120 
ere eee ee Cr eee one 125 167 
ee ee ere ree 150 200 
Dosti cee viatwiedeia means 175 325 


Thirty-three expressed no opinion on this point. 
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selections.” Similar to this is the advice that colleges maintain a 
closer “follow-up” of graduates after they enter business. A few 
companies advocate the teaching of practical subjects; others 
stress the need of turning out the highest grade of students and 
the developing of vision in them. A friendly reminder is found in 
the admonition that there should be ‘‘a clearer interpretation to 
the student by the college of the progress that can reasonably be 
expected in the first few years after graduation.”’ The fine spirit 
of the employers is well evinced in two statements which I shall 
quote: 


Our experience has shown that the best co-operation between the university 
and the employer is brought about by the periodical interchange of visits. Teach- 
ers of business subjects visiting large establishments in adjacent territory and 
becoming personally acquainted with executives interested in college men, 
are enabled to recommend the men best fitted for the work in view. After a 
little experimenting the teacher is able to discriminate in selection and as 
his average selection becomes higher, the employers will look to his school as 
a supply for executives. On the other hand, it is usually not difficult to induce 
the employers who are interested, to appear in person or send suitable 
representatives to address classes on business subjects, thus establishing a 
close connection between the employer and the school. 

If the colleges of the country are to train men for business life, there must 
be close co-operation between such institutions and the employer. The 
employer must lay his problems before the school, outlining the type of work 
required and the problems of his business, together with all information pertain- 
ing to the particular kind of industry in which the employer is engaged. From 
this the school can judge the particular type of man who might be fitted for 
such a career and shape their education so as to give them a foundation for 
the work ahead. There should be an annual conference held in some big 
city of the United States between representatives of the employers interested 
in securing college men, and the heads of various institutions training men for 
such work. Such co-operation would result in a broader and better field for 
college men, and a better source of supply for the employer. 


This brief survey shows an increasing trend in favor of providing 
means to effect a ready adjustment of college graduates to business 
life; the willingness of business men to co-operate in a most cordial 
way with educational institutions; and a disposition on the part 
of employers to subordinate the motive of immediate gain to 
the educational purpose. Collegiate schools of business are willing 
to do their part in laying the foundations upon which this super- 
structure of professional training must be erected. 


WitiiAmM A. RAWLES 
INDIANA UNIVERSITY 








CO-ORDINATION OF INSTRUCTION IN COLLEGIATE 
SCHOOLS OF BUSINESS WITH CORPORATION 
TRAINING COURSES 





FOREWORD 

The inquiry with which this report is concerned was undertaken 
for the purpose of determining, (1) the objects and content of 
courses conducted by corporations for the training of graduates 
of higher institutions, especially graduates of business schools; 
(2) the advantages or disadvantages of such courses from the point 
of view of graduates of business schools entering the service of 
corporations; and (3) ways and means of co-ordinating the work 
of such corporation courses and that of collegiate schools of 
business. 

To this end it appeared desirable to the Committee to exclude 
from the scope of the inquiry investigation of the great variety 
of corporation training activities conducted for the benefit of 
employees other than graduates of higher institutions. The 
Committee has therefore sought to accumulate data concerning 
those courses only in which graduates of business schools are likely 
to be enrolled. 

The principal sources of data have been: questionnaires and 
correspondence, publications descriptive of training courses, and 
reports of the National Association of Corporation Schools. 


SUMMARY OF DATA RELATIVE TO TRAINING COURSES 

Inquiry blanks were addressed to sixty corporations known to 
be interested in training courses. it was found, however, that 
of the corporations from whom returns were received only a few 
reported training courses in which graduates of business schools 
and other higher institutions are regularly enrolled. Of the remain- 
ing corporations making returns, the greater number report that 
such training courses as are being offered are conducted for other 


* Report of the Committee on Co-ordination with Corporation Training Courses 
of the American Association of Collegiate Schools of Business, presented at the 
annual meeting, May, 1921. 
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classes of employees and for a variety of other purposes than those 
with which this inquiry is now concerned. 

The most striking figures drawn from the returns indicate that 
the business depression has operated substantially to curtail 
training-course programs which have been conducted during the 
past few years, and which, up to the current year, had shown 
substantial growth both in enrolment and budgets. With the 
exception of one corporation, all reports are to the effect either 
that training courses for college men have been abandoned or that 
their enrolment for 1921 will be reduced as compared with last 
year. 

From such data as are available, reflecting the experiences of 
corporations, it appears that graduates of business schools have 
given good accounts of themselves in competition with graduates 
of liberal arts colleges and of scientific and technical schools 
Several corporations report, for example, that the records of 
business-school graduates show a lower rate of employment turn- 
over than graduates of other classes of institutions, and that, in 
general, business-school men have demonstrated capacity for 
development as business executives. Almost without exception, 
also, it is reported that the training courses have yielded results 
satisfactory both to the corporations and to the men enrolled. 

Training courses are operated for a variety of purposes. At one 
extreme are those courses of relatively narrow and highly special- 
ized nature designed to train men for a single department of a 
business, such as, for example, accounting, auditing, selling, etc. 
At the other extreme, certain courses are planned to give men broad 
and diversified instruction in the essential branches of business 
administration including factory management, sales and advertis- 
ing, corporation finance and banking, accounting, and other sub- 
jects typical of a business-school curriculum. The following are 
condensed statements of plans reported by certain corporations 
and illustrative of types of training courses. 


CORPORATION A 
Graduates of business administration schools will find openings in financial 
work, credits, and collections; accounting, auditing, selling, and distributing 
in both the Distributing and General Supervisory Organizations. 
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In general, the plan for training men in educational courses includes: 
actual experience in working departments, group discussions, laboratory 
problems, assigned reading and quizzes, observation trips, original work and 
studies. 

The men are scheduled to work through a series of departments whose ac- 
tivities are of particular importance to them in their future work. The assign- 
ments include both shop and office work. The schedule is planned to give 
a maximum of experience for the time spent on each assignment. Other 
features aid the student in correlating his daily work with the various phases 
of the Company’s business. 

A series of specially prepared papers are loaned to the students to study 
in conjunction with their work. References are also given to articles of par- 
ticular interest in current magazines and standard authoritative books. 

Observation trips are made under the personal direction of an instructor, 
to departments other than those worked in by the students. 

Students are required to write a report of the organization and duties of 
each department in which they work, and are invited to make suggestions 
regarding the routine or methods employed that would, in their opinion, tend 
to betterment or increased efficiency. 

CORPORATION B 

The course of training is planned to cover approximately one year. The 
training work begins immediately. The men are assigned to various depart- 
ments, not as observers, but as regular members of the department. They 
are expected to feel that their success in the class depends upon their success 
in the various departments in which they are assigned. Reports are made 
by the different department heads and a careful record of the work of each 
man is kept in order that a definite idea may be formed by the officials of the 
particular phase of the organization for which the man is best fitted. The 
men are rotated on a definite schedule through the various departments in 
order that they may obtain a complete idea of the work of the institution, an 
opportunity seldom open to the regular staff. 

In addition to their practical work in the various departments, the men 
in the class pursue a course of study. These classes are held before and after 
working hours and at noon, and are supplemented by a prescribed course of 
reading, special lectures and research work and, if necessary, by outside 
research. Examinations are held from time to time to determine progress made. 

It should be noted that during the training period no distinction is made 
between members of the class and other members of the staff; all are considered 
members of a family and are subject to the same rules and regulations necessary 
to the smooth operation of a large institution. 

CORPORATION C 

It is aimed to accomplish the following objects: 

By working for different periods of time in the various shops and offices, 
following out a consistent scheme of training. 
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By submitting, at the time of transfer from one department or division to 
another, a definite and concise written report on the work just completed. 

By specially arranged inspection trips, both inside and outside of the plant, 
with brief written reports on observations and conclusions. 

By a series of lectures given by company officials relating to general 
business problems, and especially to the problems of management existing in 
the plant. Written reports of these may be required. 

By each training-course man subscribing to and following a course in 
modern business, under an organization providing university extension work 
of this nature.‘ This business course extends over a period of approximately 
two years. It covers the field of general business, including economics of 
business, organization and management, corporation finance, money and 
banking, insurance, accounting, selling, purchasing, advertising, commercial 
law, etc. 

By reports on assigned readings in standard texts, current periodicals, etc. 


CORPORATION D 


This course is aimed to give training in the principles of higher accounting, 
to explain the essential elements of business law made necessary by govern- 
mental supervision of corporations, the tax laws, and other complexities of 
our modern economic life; and, lastly to apply this general knowledge con- 
cretely to the business of the company, which is necessarily intricate, owing 
to the size of the organization, the volume of its sales, and the wide range of 
articles manufactured. 

The training course consists of actual employment during the business 
day, in one of the accounting departments where the student will become 
familiar with the practical work and the departmental functions. The class 
work will engage the best efforts of the student for eight or ten hours each week 
outside of the class periods, which are held two evenings a week from 5:30 
to 7:30. The course is divided into semesters, described hereafter, and is in 
progress during the usual months of the college year. 


OUTLINE (CONDENSED) OF TRAINING COURSE SEMESTERS A, B, C, D 
Theory of accounts 
Practical accounting 
Commercial law 
Applied economics, organization, and finance 


In the plans of instruction summarized above, it will be noted 
that there is a tendency on the part of certain corporations to 
develop training courses substantially equivalent in their scope and 
content to the more technical parts of the typical business-school 


‘This company reports that for graduates of business schools the period of 
training may be shortened on evidence of having completed the work elsewhere. 
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curriculum. In this connection it is found also that of the corpora- 
tions reporting only a few indicate that a business-school graduate 
is allowed credit for instruction covering the same field already 
completed in his college course. 

The data in hand also show a variety of training methods. 
The plan reported by the largest number of corporations provides 
for the rotation of students through several operating departments 
of a business, combined with conferences, observation trips, required 
reports of observations, and occasional lectures by officers of a 
corporation. In most cases, this plan is directed by the training 
course supervisor and his assistants in co-operation with depart- 
mental heads. 

Several corporations report a plan which combines part-time 
class work, either day or evening, with rotation through operating 
departments. This plan is usually carried out under the super- 
vision of a training-course director and staff, and includes 
observation trips, reports, and occasional lectures. 

In but few cases are there indications that corporations favor 
extended periods of class work without equal or longer periods of 
work in operating departments. Those companies of the longest and 
most successful training experience seem to have found that gradu- 
ates of higher institutions react most favorably and produce better 
results in work which affords the incentive and atmosphere of a 
going business concern than under conditions which tend to 
reproduce the earmarks of the academic classroom. 


CONCLUSIONS 


It ought to be recognized, we believe, in view of the probable 
growth of the training-school idea and the larger number of 
business-school graduates likely to enter upon their business 
careers by the way of such training courses, that certain unfavorable 
conditions have appeared and are likely to continue in greater or 
less degree. To many a promising young man, for example, a 
corporation training course may offer a short cut to assured employ- 
ment, with the added inducement of a course of training, with 
pay, leading to interesting work and probable preferment for 
advancement. If we assume that many men are to be attracted 
away from opportunities for gaining the advantages of a liberal 
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college training and from the professional instruction afforded by 
schools of business, we are forced to the conclusion that the interests 
of the corporations, of the young men, and even of the community, 
are not likely to be served in largest measure. 

Moreover, the disadvantages which the business-school graduate 
entering upon a training course may in some cases experience 
ought not to be overlooked. He is interested most of all to obtain 
footing in a business offering him opportunity to realize on his 
educational investment in terms of profitable experience and steady 
advancement. A training course ought certainly to give him such 
footing. He has also been taught that with all his educational 
background he must yet begin at the bottom of the ladder. A 
training course may appeal to him as the most helpful means of 
gaining a broad perspective of a complex business organization as 
well as a familiarity with highly specialized routine, both of which 
he knows must be acquired if he is to progress. Attracted by these 
inducements to seek enrolment in a training course, and even if he 
gives an excellent account of himself in the work of the course, he 
may, through no fault of his own, meet with disappointment. 

He may, for instance, be the victim of faulty methods used in 
the selection of men for enrolment in the course. Corporations 
have not yet mastered the fine art of discovering in a single inter- 
view the fundamental traits of aptitude, tastes, and temperament 
which so definitely determine a man’s fitness for particular activi- 
ties. Nor are deans and professors always to be relied upon for 
judicious recommendations when graduates are many and jobs are 
few. Wherever the fault may lie, a man who is placed in a course 
designed to train him for work for which he is not and cannot be 
adapted, is wrongly placed, and the result is loss and waste to all 
concerned. 

In no better case is the business-school man who finds himself 
in a training course admirably adapted to the needs of a Bachelor 
of Arts, and who is required to pursue courses which repeat or 
duplicate courses creditably passed in the school of which he is a 
graduate. 

A poorly planned and conducted course of training, even when 
operated for most practical reasons and by most practical men, 
with the support of a great business concern, may defeat its own 
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ends. It may take away more enthusiasm and loyalty than can 
possibly be regained from the inspiration which normally comes to 
a man who feels himself to be a part of a live, productive institution. 

To make the training course serve as a means of selecting men 
as well as training them, is a perfectly natural and desirable thing. 
But when a corporation is tempted to subordinate the training 
function of the course to the selective function, to a degree which 
may mean that all but a few brilliant men are either eliminated or 
sidetracked, the training course belies its name and continues under 
false pretenses. 

In drawing attention to the possible shortcomings that may 
exist in some corporation training schools and to the positive harm 
which may come from misplaced emphasis and wrong ideas in the 
training-school plan, the Committee would not have it assumed 
that the corporation training-school principle is not approved. 
We believe, on the contrary, that a period of training, well planned 
and administered, may offer very real advantages to the graduate 
of a business school. There is abundant evidence that corpora- 
tions may work very effectively in co-operation with educational 
institutions in the selection of men for training designed to prepare 
for large affairs. A carefully planned course of training may be 
the most effective means of enabling a young man to gain the 
perspective which he so greatly needs in the initial stages of his 
business experience. If the training plan offers a balanced pro- 
gram of practical work in operating departments under the super- 
vision and guidance of a capable staff, combined with such other 
instructional exercises as may, in a given case, have been found 
useful, it is believed that the interests of the business-school 
graduate, as well as of his employer, are likely to be well served. 
In short, the Committee believes that the training course idea, if 
rightly conceived and wisely administered by a corporation, holds 
out to the business-school graduate opportunities that are at once 
substantial and full of promise. 

From the investigation the Committee has drawn certain 
conclusions relative to the type of corporation training which is 
likely to operate most favorably to the mutual interest of the 
business-school graduate and the corporation which employs him. 








a 























SCHOOLS AND CORPORATION TRAINING COURSES 717 


PURPOSE OF TRAINING 

We believe, in the first place, that in the definition of its purpose 
a training plan should have primary regard for economy of time. 
In the second place, we believe that the cultivation and capital- 
ization of all those elements of enthusiasm, ambition, and instinc- 
tive loyalty which constitute morale should be recognized as 
offering the most productive means of developing man power. 
In so far, then, as the training course can be planned to provide a 
natural and helpful transition from the business school to the 
actualities of business service, we believe it will serve its largest, 
most useful purpose. 

More specifically, the preferred type of corporation training 
should be designed to introduce the man into the business environ- 
ment and atmosphere, giving him opportunity to gain the broadest 
possible view of the scope, structure, functions, and problems of 
the corporate organization. Of equal importance is the provision 
for acquiring through first-hand contact, some knowledge of the 
nature, relationships, and significance of routine procedures. 

One of the main objects of the course should be to develop 
sound methods of selecting men, for assignment to positions 
according to tested aptitudes and preferences for particular fields 
of service. The training course, wherever practicable, should also 
serve as a reservoir of material available for the development of 
executive personnel for the largest number of departments in the 
business. 

LENGTH OF TRAINING PERIOD 

The reports received show wide variation in the length of train- 
ing period. The shortest course reported may be completed in 
two months; the longest course, which combines work in operating 
departments with five semesters of class work, two evenings a 
week, extends over a period of thirty months. The corporations 
which have the most extensive background of training experience 
have tended to shorten rather than lengthen the training period. 
This tendency is significant, for it seems to suggest that training 
which is spread over too long a period, however well it may other- 
wise be organized and conducted, is likely to fall short of achieving 
its purposes. 
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The time devoted to training should be made as brief as may be 
consistent in a given case with the accomplishment of the different 
purposes. To this end the ripeness of the individual for assuming 
responsibility should determine the time of his assignment to 
productive work, for there is no virtue in holding a man to a stated 
training period after the course has fulfilled its purpose. 


ORGANIZATION 


The place occupied by the training course and its staff in the 
organization appears at times to have definite bearing upon the 
success of the training plan. In some cases a course is an adjunct 
of a single operating department, and the entire training program 
is shaped to meet the requirements of that department alone. 
Given efficient methods of selecting men for enrolment, such a 
program of training may produce excellent results. But the pro- 
portion of misfits in such a course is likely to be large as compared 
with a course offering a greater variety of outlets for different types 
of ability and aptitude. From the point of view of the men enrolled, 
therefore, a course which is designed to prepare men for the largest 
number of departments has distinct advantages. This suggests 
in turn that the training-course staff should be so placed in the 
organization that the scope of its work is not unduly restricted as 
the result of being made subordinate to an officer low in the scale of 
authority and‘too narrowly interested in securing only one kind of 
new blood. 

WORK IN OPERATING DEPARTMENTS 

From the point of view of the business-school graduate, the 
most valuable feature of the training program is probably to be 
found in a well-planned and supervised rotation of assignments to 
work in operating departments. This is a difficult thing to do 
well, but where the plan has been developed successfully, the 
results appear to have been thoroughly and increasingly worth 
while. If the man is able almost immediately to feel that he is 
not a mere spectator going through imitative motions, but that he 
is a part, even a very minute part, of productive processes, he is 
likely to learn more and learn it better than if he is held back from 
the realities by an irksome, unnecessary probation. 
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SUPERVISION 


Well-organized supervision by the training-course staff during 
the period of assignment to work in operating departments seems 
to be an essential part of the plan. In co-operation with heads 
of departments, the work can be planned, followed up, and rated 
according to the performance of the man. Conferences with train- 
ing groups and individuals enable the staff to foster and preserve 
the sense of relations and proportions which is so weighty a factor 
in the beginner’s early experience. Putting a man on his own and 
leaving him to sink or swim has time-honored virtues as a process 
of selection. Like many other rough-and-ready methods of the 
exploiting past, however, the resulting waste of man power is 
excessive. Modern ideas of personnel development recognize that 
the beginner in business may often be helped, not by coddling, but 
by sympathetic guidance, to bring out latent capacity which the 
rigors of initiation into business may sometimes retard or blight. 
This is the spirit of the best training organizations, and it is the 
spirit which pays. 

CLASSROOM INSTRUCTION 

Organized classroom instruction may be made a useful part of 
the training program for some fields of business, especially where 
the corporate unit is large and complex in its organization. This 
statement is made with due regard for the business-school graduate, 
and the equipment which he brings from his college. however excel- 
lent that equipment may be. It is the exceptional man who does 
not need and who will not greatly profit from the opportunity of 
gaining a bird’s-eye view of a great organization, along with some 
systematic instruction in the technique and problems peculiar to 
the business. 

To the business-school man, however, classroom studies in which 
a corporation requires him to cover ground already covered in his 
college course may do as much harm as good. The chances are 
that he has carried away from his business-school course as much 
as he can extract from any further instruction covering the same 
ground. What he wants and needs most are new lessons and the 
consciousness of making progress; anything short of this tends 
to hold him back, not to draw him on. 
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If classroom work is to be offered to, and required of, a business- 
school graduate, the subject-matter of instruction ought in genera] 
to be concerned specifically with the affairs of the corporation and 
the field in which it operates. It should give him both breadth 
and intimacy of knowiedge of the business in hand. And for this 
purpose the training-course staff has facilities which no business 
school possesses in like measure. The corporation offers the field 
and the material for a laboratory par excellence. Why go afield 
for a ready-made correspondence-school course in business 
administration or any of its branches? Or why laboriously follow 
obsolete educational precedents and develop a curriculum of 
abstract generalizations administered by the principle of absent 
treatment? If the affairs of the corporation itself cannot be drawn 
upon for a superabundance of facts, principles, problems, projects 
and all the other modern essentials of a first-class plan of instruc- 
tion, then class work seems to have no place in the training-course 
program. 

OTHER TRAINING DEVICES 

Various other training-course activities have stood the test of 
experience and recommend themselves for inclusion in the plans 
of those corporations to whose needs and situation they may be 
adapted. Lectures by principal officers and specialists, observa- 
tion trips, reports and discussions, and other supplementary 
features too numerous to detail here have been employed with 
advantage. 


In the light of experience and abundant evidence, the corpora- 
tion training-course idea appears to have established itself with 
permanence and broad possibilities in prospect. To the business 
school, the idea has much to commend itself. Neither the corpora- 
tion nor the business school, however, has scratched the surface 
of opportunities for effecting needed co-operation or for exploiting 
the possibilities of co-ordinated effort. 


J. T. MappEN 
New York UNIVERSITY 
R. C. McCrea 


CoLuMBIA UNIVERSITY 


W. R. Gray 


DARTMOUTH COLLEGE 
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THE CORPORATION SCHOOL AND ITS PLACE IN A 


An interesting attitude which has pervaded business education 
has been the assumption by nearly every institution concerned 
that the whole job was its job. There has been a peculiar tardiness, 
even among professional instructors in the advantages of specializa- 
tion, im recognizing the advantages of division of labor in this 
field of activity. There has been at times a fear, where there 
should have been a hope, that if ‘‘we”’ fail to perform the whole 
task, some other type of institution may seize part of it. Such 
fearsome counsel has been expressed vigorously at meetings of 
the National Association of Collegiate Schools of Business and 
there is no doubt that the same attitude has done as much as any 
single force to stultify any generous development of commercial 
teaching in the secondary schools. 

An adequate approach to business education involves two under- 
lying considerations. The first is concerned with determining 
objectives, the second with distributing the total task of accomplish- 
ing those objectives among the various institutions which can 
participate. A narrower road of approach, and many have been 
taken, will seldom prove satisfactory, whether the purpose is to 
reach a general philosophy of the subject or merely to plan the 
curriculum of one type of business school. Adequate formulation 
of curriculum involves the preliminary survey; is, in fact, part of it. 

Though a conscious and rational dividing of the task of business 
education might have been desirable, and though thoughtful 
planning in the terms suggested would do much to improve most of 
the business education institutions which are at work, the fact has 
not altogether waited for the thought. De facto at least, a consider- 
able degree of specialization in educating for business is already 
here. The corporation school is part of that specialization. 


GROWTH OF THE CORPORATION SCHOOL 


A corporation school is a school operated by a business enter- 
prise (usually by a corporation) to train people for its own uses and 
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as a part of its business operations. It is done ‘“‘because the 
corporation believes it can be operated at a profit.”* There is little 
to be gained by attempting, as some have done, to relate the 
corporation school to medieval apprenticeship or even to the 
industrial technical school movement. The corporation school 
is the offspring of large-scale industry and concentrated control 
rather than of educational forbears. 

It appears to be generally believed that the earliest corporation 
school in America was that founded by the R. Hoe Printing Press 
Company of New York in the early seventies.2? Not before 1905 
did the movement attain any swing, but since that time it has 
been rapid and of an increasingly substantial characters The 
corporation school movement was so well developed and so clearly 
recognized by 1913 that on January 24 of that year the repre- 
sentatives of forty-eight establishments maintaining corporation 
schools met in New York City and organized the National Associa- 
tion of Corporation Schools by vote of the Executive Committee, 
August 17, 1920, the name of the organization was changed to the 
National Association of Corporation Schools. The latest Proceed- 
ings available (June, 1920) reports 147 Class A members. The 
year preceding there were 126 Class A, 102 Class B, and 111 
Class C members.‘ Since that first meeting this organization 
has held conventions annually. At these meetings the various 
problems connected with corporation schools have been discussed 
at length. 

The purposes of this association are set forth in each report 
of the annual conventions to be the following: (1) to develop the 
efficiency of the individual employee; (2) to increase efficiency in 


*See statement of W. L. Chandler of the Dodge Manufacturing Co. in Pro- 
ceedings of Second Annual Convention of the National Association of Corporation Schools, 
PP. 536-30. 

The opinion that the first apprenticeship school maintained by a business 
corporation was that established by the Chaix Printing Company of Paris, in 1863, 
is expressed by A. J. Beatty in his Corporation Schools (Public School Publishing 
Co., Bloomington, IIl., 1918), pp. 42-43. 

3 No doubt some of the impetus given by the war will prove unlasting. 

4 Bulletin of the National Association of Corporation Training, September, 1920, 
Pp. 391. 
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industry; (3) to influence courses of established educational 
institutions more favorably toward industry. 

The National Association of Corporation Training has grown in 
size with succeeding years, has organized committees dealing with 
the various phases of corporation school work, and has made the 
varied and scattered facts concerning corporation schools of the 
United States fairly available Monthly bulletins are issued by 
the association and the proceedings of its annual conventions are 
published. 


TYPES OF CORPORATION SCHOOLS 


While corporation schools differ infinitely in detail there are six 
definite and distinct types which are recognized by the literature of 
the National Association of Corporation Training. These are: (1) 
special training schools, (2) trade apprenticeship schools; (3) office- 
work schools; (4) advertising, selling, and distribution schools; (5) 
retail salesmanship schools; (6) schools for unskilled labor; some 
of these types have important subdivisions. Concerning the special 
training schools, for instance, the National Association’s com- 
mittee, which undertook a classification, reported :* 

Each school has an individuality which reflects the individuality of the 
business and the officials controlling it. By overlooking minor details of 
organization and retaining only the most general characteristics as the basis 
of classification we are able to crowd all the various special training schools 
into five fairly well defined groups or types of schools. 

There is probably no single school which can be said to fit 
perfectly into the group to which it is assigned. Broadly speaking, 
the various types of special training schools may be fairly well 
characterized as follows: 

Type I. Company Business—Study Courses (non-productive) 
Plan No. 1—For new employees 
Plan No. 2—For old employees 
Type II. Company Business—Study and Practice Courses (partly productive) 
Plan No. 3—For new employees 
Plan No. 4—For old employees 





* The classification and illustrations of special training schools which follow are 
collected and adapted from the Proceedings of the Fourth Annual Convention of the 
National Association of Corporation Schools, pp. 88-128. In many cases, as in the 
quotation, the exact phrasing of the report is used. 
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Type III. Company Business—Work Courses (productive) 
Plan No. 5—For new employees 
Plan No. 6—For old employees 
Type IV. Company Continuation Schools 
Plan No. 7—Day continuation courses (partly productive, 
partly general study classes; on company time; for new or 
old employees) 
Plan No. 8—Evening continuation courses (general and special 
study classes; on student’s time; any employee) 
Plan No. 9—Correspondence continuation courses (general and 
specific subjects; on student’s time) 
Type V. Public or Private Continuation Schools—Co-operative 
Plan No. to—Co-operative plan (part work and part school 
course) 


A. TYPE I. COMPANY BUSINESS—-STUDY COURSES 


The distinguishing feature is the fact that the student employee 
spends all of his time in studying, not being expected to do any 
productive work during the period of training. It is designed to 
get definite results and get them quickly. 


PLAN NO. I. FOR NEW EMPLOYEES 

Purpose.—(a) to teach specific duties; or (b) to give a broad knowledge 
of the business—that is, its organization, policies, products, methods, plant, 
and personnel. 

Characteristic features —Student’s time entirely non-productive; students 
are selected by the company; attendance is compulsory; attendance is on 
company time; students receive pay while taking the course; length of course 
comparatively short, usually a few weeks; students are grouped at or sent to 
the most convenient place for instruction; small groups, intensive instruction. 

Students.—Plan is adaptable to students whose previous education varies 
from uncompleted grammar school to high school, technical school, or college, 
or their equivalent. 

Educational methods.—Definite plan and outline for entire course common. 


PLAN NO. 2——-FOR OLD EMPLOYEES 


Purpose.—Usually to broaden knowledge of a business as a whole. 
(Methods similar to Plan 1.) 


B. TYPE Il. COMPANY BUSINESS—STUDY AND PRACTICE 
COURSES 
In this type of training there is less emphasis on study and more 
on experience in working departments. The proportion varies 














De eee Sy 














THE CORPORATION SCHOOL 725 


a great deal. In some the time on study-work is but a small 
percentage of the total time, while in others as much as half is 
spent on the study and instruction work. The student is expected 
to do some productive work, which is a factor in keeping down 
the cost of giving the training. In general, these courses are 
longer than those of the first type. The ultimate purpose is 
properly to prepare students of marked ability for responsible 
positions on the executive or technical staff of the company. 


PLAN NO. 3. STUDY AND PRACTICE COURSE—FOR NEW EMPLOYEES 
Purpose.—To give an insight into a business as a whole. 
Students.—Under this plan most of the new employees are college-trained 

men, or men of equivalent maturity and training, selected because of their 
capacity for accepting responsibility after they have gotten well established 
in the business. 

Educational methods.—Definite plans for entire course; training depart- 
ment shifts men to give a variety of experience; work assignments chosen on 
account of their value as experience; talks and conferences with instructors 
and company officials; specially prepared work scheduled with notes relating 
work experience with study material. 


PLAN NO. 4. STUDY AND PRACTICE COURSES—FOR OLD EMPLOYEES 

[This plan varies from Plan No. 3 primarily in the fact that the employee’s 
fitness for certain work is discovered before he is assigned to the training 
course, which is intended as an aid in developing the employee for more respon- 
sible work. No emphasis is placed on previous education—rather on previous 
success in the company’s work.] 


C. TYPE Ill COMPANY BUSINESS—-WORK COURSES 


This type of course omits practically all of the study features 
of Type I and emphasizes the varied work feature of Type II. 
In general, the training covers a longer time. The demands of 
‘he productive work are the controlling factors. 


PLAN NO. 5. WORK COURSES FOR NEW EMPLOYEES 
Purposes.—Opportunity for practical experience; to maintain a group of 
trained men from which some may be selected for more responsible work; 
to train employees for more versatility in the company’s business. 
Characteristic features —Employees’ time is expected to be entirely produc- 
tive; no time is given at company’s expense for related instruction; students 
are selected by the company; students’ work entirely similar to other em- 
plcyees; students are assigned to several departments; no special supervision 
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is given; student may continue indefinitely in a department if the produc- 
tion needs demand it. 

Students.—New employees; previous education varied. 

Educational methods.—Variety of experience; observation of related work. 


PLAN NO. 6. WORK COURSES—FOR OLD EMPLOYEES 
[Essentially the same as Plan No. 5, except for modifications to fit the needs 
of employees who have already had some experience. The employee may 
return to the work which he was doing at the time of entering the course, or 
be used as an aid in preparing an old employee for a new position.] 
D. TYPE IV. COMPANY CONTINUATION SCHOOLS-——-DAY, EVENING, 
AND CORRESPONDENCE 


This type of school is marked by a somewhat broader 
educational outlook than are some of the other types, providing that 
a very considerable share of the student’s time be given to general 
education instead of confining him to such work as promises greater 
immediate efficiency in a particular position. 

Accordingly, we find classes in English, mathematics, history, 
civics, geography, spelling, hygiene, typewriting, shorthand, sewing, 
and dressmaking. These are all in addition to a multitude of 
subjects directly connected with or related to specific occupations, 
such as engineering, drafting, machine operation, printing, office 
work, telephone operation, and salesmanship. 


PLAN NO. 7. COMPANY DAY CONTINUATION SCHOOLS 

Purposes.—TYo aid employees to fit themselves for advancement ; to 
continue their general education; to increase interest or efficiency in present 
work; to discover employees for various lines of work. 

Characteristic features —Students are not selected by company; attendance 
is voluntary. 

Students—Any employee who meets the educational requirements for 
the particular subject or grade of work . 

Educational methods.—Day classes on company time; or day classes part 
on company and part on employee’s time; supervised by company educational 
department or by employees’ organization or committee; classes meet from 
one to four times a week; courses vary from a few weeks to progressive assign- 
ments covering several years; usually held on company premises; company 
usually furnishes all necessary facilities. 


PLAN NO. 8. COMPANY EVENING CONTINUATION SCHOOL 


[Similar to Plan No. 7, except the classes are generally held on employees’ 
time with no pay for time so spent. Courses partly self-supporting; enrolment 
fee required as guarantee of good faith.] 
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PLAN NO. 9. COMPANY CORRESPONDENCE CONTINUATION SCHOOL 
[Similar to plans No. 7 and No. 8, except that it is designed primarily to 
reach by correspondence employees who for one reason or another cannot be 
reached through plans No. 7 and No. 8. A new departure in this field is the 
organization of courses by associations of employers and employees.] 


E. TYPE V. PUBLIC OR PRIVATE CONTINUATION SCHOOLS— 
CO-OPERATIVE PLAN 
PLAN NO. 10. PART WORK—PART SCHOOL COURSE 

[This type is similar to Type II (Study and Practice plans), except that 
the study work is done and the administration of the plan is carried on under the 
direction of public-school authorities instead of within the company. 

As these features put this class of school in the realm of public education, 
it is not taken up here, except to point out that the plan is depended upon by 
some companies to take care of the special educational work which other 
companies are doing within their own organizations. 

The expense of instructors is borne by the public while the company 
pays the employee for the time spent on productive work and in some instances, 
as at the plant of Swift & Company, in Chicago, furnishes a schoolroom and 
equipment. 

This type of school is not a corporation school in the strict sense.] 


The table on page 728 fairly well summarizes the general fea- 
tures of the foregoing:* 

It may be worth while to illustrate the foregoing general state- 
ments with specific cases. Such illustrations follow.’ 


TYPE I. COMPANY’S BUSINESS—STUDY COURSES (NON-PRODUCTIVE) 
ADDRESSOGRAPH COMPANY 


The training work of the Addressograph Company is confined to the train- 
ing of salesmen. There are three classes of this service, sales correspondents, 
advertising men, and branch manager. 

Average number of college men employed each year: thirty (not exclusively 
college men). 

Nature of work after finishing company training: salesmanship. 

Training courses given at: home office in Chicago. 

Total length of training course: six weeks. 


*Op. cit. Types I, II, III train directly only for the company’s own business, 
teaching either the business as a whole or specific duties; Types IV and V give also 
general education. A variety of methods for allocating expense for corporation 
schools is also suggested but is too varied for reproduction here. 

? The illustrations of Types I, II, and III are taken from Proceedings of the Fifth 
Annual Convention of the National Association of Corporation Schools, pp. 480-85. 
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Salary during training: no salary, but expenses may be advanced upon 
request up to $15 to $20 per week. 

Principal features of training course: first, a thorough mastery of the 
Addressograph: second, a scientific course in salesmanship; and third, intro- 
duction into actual selling under the guidance of an expert salesman. 

Previous education preferred: business administration from recognized 
colleges. 


TYPE II. STUDY AND PRACTICE COURSE (PARTLY PRODUCTIVE) 


MONTGOMERY WARD AND COMPANY 


Average number of college men employed each year: fifteen. 

Nature of work after finishing company training: executive, or managerial 
positions, or accounting, according to ability. 

Training courses given at: Chicago and Kansas City. 

Total length of training course: six months. 

Salary during training: initial, $15 to $18 per week, depending upon 
ability. 

Principal feature of training course: a thorough textbook study of scientific 
business management, and practical experience in the various branches of 
the business following orders “‘through” the house from receipt of the order 
to the shipment of goods. 

Previous education preferred: university graduation or equivalent train- 
ing; evidence of leadership is highly valued. 


TYPE III. COMPANY BUSINESS-—WORK COURSE (PRODUCTIVE) 
AMERICAN BRIDGE COMPANY 


This company, which engages in bridge building, barge, and other steel 
construction, operates plants in New York City and Elmira, New York; 
Philadelphia Pittsburgh, and Ambridge, Pennsylvania; Trenton, New 
Jersey; Edgemoore, Delaware; Canton and Toledo, Ohio; Gary, Indiana, 
Chicago, Illinois; Detroit, Michigan; Minneapolis, Minnesota; and St. Louis, 
Missouri. 

Average number of college men employed each year: sixty. 

Nature of work after finishing company training: operating, mechanical 
engineering, erecting, or construction department work. 

Training courses given at: Ambridge and Gary. 

Total length of training course: one to two years. 

Salary during training: initial, $60 per month; $70 per month after three 
to six months. 

Principal features of training course: It is preferred that the graduate 
students enter the operating department. This shop experience gives an 
acquaintance with materials essential for any employee in any department. 

Previous education preferred: civil, mechanical, electrical, or chemical 
engineering. 
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TYPE IV: PLAN NO. 7. COMPANY CONTINUATION DAY SCHOOL’ 


R. H. MACY AND COMPANY 


The primary school of R. H. Macy and Company is its continuation school 
where a rather fundamental knowledge of arithmetic, spelling, reading, local 
geography, and hygiene is given. These subjects are presented in a manner 
which shows their applicability to business. 

This school is located one-half block from the store. Here students of 
both sexes from fifteen to twenty years of age spend two hours each morning, 
from nine to eleven o’clock, except on Mondays. The duration of the course 
is three and one-half months, giving each student about 150 hours of instruc- 
tion. ‘Two hours each morning are allowed for study on store time and at 
store expense. 

This course includes several bus trips about town to give the students a 
working idea of the city; also it includes talks by store executives and 
instructors on current political and business subjects. 

Graduation exercises are held at the completion of the course at which 
time diplomas, class pins, and prizes for exceptional standing are awarded by 
members of the Board of Education and store officials. After graduation these 
students are urged to join the Alumni Association of the Continuation School 
which holds monthly meetings for business and recreational activities. 


TYPE IV: PLAN NO. 8. CORPORATION EVENING CONTINUA- 
TION SCHOOLS? 
THE BROOKLYN EDISON COMPANY 

This Brooklyn Edison Company has had in vogue for about seven years 
now the practice of giving the students the choice of any night school in greater 
New York which he may desire to attend. The student pays the tuition fee. 
If he finishes the course with a grading of two-thirds, the Brooklyn Edison 
Company refunds his fee. About five years ago the company started their 
own classes, giving lectures on electricity and system practice. Now we have 
five different courses in electricity to which any member or employee of the 
company is admitted on the payment of $10; and if he passes, this money is 
refunded. ‘To make sure that any man can get his money back, we give him 
25 per cent for attendance, 25 per cent for his notebook, and graduate him if 
he gets 67 per cent. He cannot fail te get his money back if he keeps on the 
job. In addition to our classes there is another feature. We have Pratt 
Institute, Columbia University, and any number of classes in private schools 
which our employees can enter if they believe that a course in those schools 
will help them with their work. If there are those desiring to enter these 

*From the National Association of Corporation Schools Bulletin, October, 1918, 
pp. 4600-062. 

? Proceedings of the National Association of Corporation Schools, Fifth Annual 
Convention, pp. 203-4. 
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classes, the matter is referred to our educational committee composed of five 
department heads, and this committee receives recommendations from the 
man’s immediate bureau head as to whether such course of instruction will 
help him in his work or not. 

The work has been carried on for three years now and we are finishing the 
students in the public schools; and in our own work, 71 per cent of the people 
who apply, men and women, get their money back. The money is taken out 
weekly, 50 cents to $1 a week, or higher. I remember that last year we had 
one man who applied for $170 worth of tuition. He took some fixed courses, 
requiring him to give five nights a week, besides his eight hours a day in the 
drafting-room, and he got away with it. 


THE AMERICAN INSTITUTE OF BANKING' 


[The American Institute of Banking, described here, is of special interest 
as an elaborate plan, one undertaken by an association and centrally directed, 
and one which has been in successful operation since 1900. The A. I. B. isa 
section of the American Bankers’ Association.]}? 

The most successful part of Institute work thus far has been done in city 
chapters. Classwork in the Institute study courses should be conducted 
during the same period under the direction of a suitable instructor employed 
by the chapter and approved by the Institute. Each class member is supplied 
with textbooks and instructors are expected to conduct examinations prescribed 
in connection with each textbook. .... The following articles of associa- 
tion are recommended for any new city chapters that may be organized. 

1. Knowledge City Chapter is hereby organized for the purpose of 
co-operating with the American Institute of Banking section of the American 
Bankers’ Association in (a) the education of bankers in banking and such 
principles of law and economics as pertain to the banking business; (6) the 
establishment and maintenance of a recognized standard of education by 
means of official examinations and the issuance of certificates of graduation. 

2. Any employee, or officer, or director of a bank or other financial institu- 
tion in Knowldege City or vicinity may be an active member of this chapter 
upon election and payment of annual dues of $4 in quarterly instalments in 
advance. Such dues include individual subscription to the Bulletin of the 
American Institute of Banking at the rate of 50 cents a year, payable in quarterly 
instalments in advance, etc. 


* Adapted from George E. Allen, History of the American Institute of Banking, 
a pamphlet published by the A. I. B. 

2 An excellent example of a similar organization is the Chicago Central Station 
Institute which was founded in 1912 as the Bureau of Education for the following 
companies: Commonwealth Edison Company, Federal Sign System (Electric), 
Illinois Northern Utilities Company, Middle West Utilities Company, Public Service 
Company of Northern Illinois. It was founded for the purpose of organizing and 
conducting special educational courses for present and prospective employees of the 
supporting companies. 
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Outside of study classes in city chapters, equally effective instruction is 
provided by the Correspondence Chapter. In correspondence instruction each 
student is supplied with the serial textbooks including exercises. The exercises 
in connection with each textbook are to be submitted to instructors whenever 
done. The work of students thus produced is corrected and returned with 
such criticisms and suggestions as may be helpful in each case... . . 

The membership of the Correspondence Chapter, in addition to its 
incorporators, shall be limited to bank officers and other employees who reside 
outside of the jurisdiction of city chapters and state chapters and are not 
members of any city chapter or any state chapter. .... 

In suitable states students of banking are organized in state chapters for 
the purpose of pursuing the Institute courses of study in classes or by 
correspondence according to circumstances. State chapters thus far organized 
are affiliated with respective state bankers’ associations. The idea of a state 
chapter is simply to localize and popularize Institute instruction. Corre- 
spondence instruction in state chapters is identical in character with the work 
of the Correspondence Chapter. Classwork in state chapters is identical in 
character with classwork in city chapters. 


TYPE IV: PLAN NO. 9." A CORPORATION CORRESPONDENCE 
CONTINUATION SCHOOL 

We have had a salesman’s correspondence course for some time. 

That does not say that we have not used the material which is available 
from textbooks, and from courses which have been prepared in various ways 
by educational institutions on salesmanship. We have used the bulk of that 
material, but we have used it by applying it to our own business. We have 
avoided general terms, scientific terms, technical terms in connection with the 
work. We have changed these courses and applied illustrations that the 
salesman can pick up—that he runs up against in his daily talks with customers; 
actual illustrations that he has experienced—that his fellow salesman has 
experienced in the same district. There are certain courses that are established 
for general use, but with these courses we have a great deal less interest 
displayed. 

We have used most of the scientific information that has been produced 
in textbooks of other courses, but the salesman did not see the application of 
that scientific principle to his own business until we applied it to his own daily 
work. 

We do not have to require it—the salesman likes it—for without it he 
himself feels that he has not definitely gotten over the ground. 

We do require written replies to examinations that we send to our agents, 
and we have been well satisfied and pleased with the results we have been 
getting. 

* Adapted from statements by “a delegate” in the Proceedings of the Third Annual 
Convention of the National Association Corporation Schools, pp. 581-84. 
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We send out a paper with ten questions that require originality in the 
answers. There, of course, we give full play to the man, and the replies are 
really instructive; they show the value of the course. 

We likewise have been deeply impressed by the treatment of the ethics 
of the profession. It opens up a new field which a man started for but which 
he has overlooked. ‘The correspondence courses show a man that what he has 
been doing as a matter of daily habit is really amenable to scientific principles. 

But the written replies are very good and we have a staff of examiners 
who examine these papers and show the agent his weak points. 


CORPORATION SCHOOLS OTHER THAN SPECIAL TRAINING 
SCHOOLS 


Thus far we have given a rather detailed consideration to 
“special training schools.”” There remain to be considered the 
five other distinctive forms of corporation schools outlined on 
page 723. 

THE TRADE APPRENTICESHIP SCHOOL 


One of the best illustrations of a well-organized trade apprentice- 
ship school (although there are many others) is that of the Lakeside 
Press. The school for apprentices of the Lakeside Press was 
established in July, 1908. The school is organized to meet the 
demands both of the employer and of the apprentice." 


A special room is provided for the school, one part being equipped as a 
modern schoolroom and the other part as a model composing-room. In the 
school the boys are under the direction of instructors who devote their entire 
time tothe school. They are the supervisor, who teaches a part of the academic 
work and has general oversight of the boys in the factory; the instructor, who 
has direct charge of the academic work and assists. the supervisor; the 
instructor in printing, who has charge of the trade instruction in the school; 
and the instructor in presswork, who has charge of the apprentices in the 
pressrooms. 

The course of apprenticeship is divided into two periods: first, that of 
pre-apprenticeship, for the first two years, during which time the boys spend 
half time in the school and half time in the factory; and second, that of 
apprenticeship, when the boys spend full time in the factory, with the exception 
of several hours each week when they attend the school. 

The students are in school three and one-half hours daily, during the pre- 
apprenticeship course, and are divided into two classes, graded according to 


* The Lakeside Press is the printing establishment of R. R. Donnelley & Sons 
Company of Chicago. The statement here given is adapted from the Bulletin of the 
National Association of Corporation Schools, November, 1916, pp. 33-37- 
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their standings. They also work four and one-half hours daily in the shop, 
or at work connected with the factory or the counting-room. 

The boys are paid for the time actually spent in the factory during the 
two years. In the school the instruction and all materials used are furnished 
free. 

The amounts actually earned by the boys are shown in the following 
table: 











Rate Per Bonus f 
| "ee a 
! 
NE OOS og ccccnarneeseduias | $2.40 $124.80 $25.00 
Second year, 52 weeks............s00.0. 3.00 156.00 25.00 
First half third year, 26 weeks........... 5.00 Se a re 
Second half third year.................. | 6.00 Ce ere hore 
| 





Arithmetic is reviewed from the factory side. An applied arithmetic 
has been prepared to be used in connection with the review work. Elementary 
bookkeeping is taught by means of lessons especially arranged for the printing 
office. The elements of algebra and geometry are taught, and whenever 
possible the problems are applied to the trade. Every apprentice is required 
to read and review at least six books of standard literature each year. 

The pre-apprentices spend one and three-quarters hours daily doing 
academic work. This time is divided into two periods, and the lessons given 
are in design, English, and mathematics, alternating with history and 
elementary science. The lessons in design are applied in the written as well as 
the printed work, in all the different subjects. Every exercise is a lesson in 
English. The rules laid down for good book-work are followed in all written 
work. Proof marks are used in correcting all exercises, and the marks are 
definite and easily understood. 

When the pre-apprenticeship course is completed, at the end of two years, 
the boys, then sixteen years of age, enter the factory as regular apprentices 
to learn some one of the trades in the different branches of the printing business. 
During their pre-apprenticeship course they become acquainted with the 
various departments, and with this knowledge are able to select the line of 
work for which they are best fitted. The boys are under supervision during 
the apprentice period, and are scheduled for a definite time to each of the 
different lines of work in the trade selected, and are given every opportunity 
to learn the trade as a whole. 

The academic training, begun during the pre-apprenticeship course, is 
continued during the apprenticeship; the boys attend school for several 
hours each week during the entire course and receive regular pay. The courses 
of instruction advance, and new subjects are added as the apprentices master 
the work. Much attention is given to designing; layouts for jobs are made, 
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and when carried out in type are carefully criticized. Mechanics, industrial 
history, English, hygiene, and economics are given. 


THE OFFICE-WORK SCHOOL 


The corporation school to train for “office work” has become 
important. What it is and what it can do has been expressed as 
follows:* 


It is of some importance to know exactly what is meant by the term 
“office-work school.” Any definite, systematic method of training employees 
so that they will perform their assigned office duties correctly and intelligently 
is an office-work school. 

The office-work school, if properly conducted, will: (1) insure the proper 
instruction of each individual employee; (2) enable you to train your office 
employee much more cheaply than by the old haphazard method; (3) enable 
you to eliminate useless motion; (4) serve as a distinct aid in standardizing 
office methods; (5) help you train understudies; (6) be of valuable assistance 
in preparing and issuing office instruction manuals; (7) stimulate loyalty to 
the concern; (8) help you build good will by training office employees to be 
more attentive and courteous in their dealings with outsiders; (9) enable you 
to standardize output and establish salaries upon a more scientific basis. 
(10) enable you to select applicants for positions more effectively. 


The significance and pertinence of the office-work school, even 
for persons well prepared generally, is indicated by J. W. Dietz, 
who as educational director of the Western Electric Company 
has had a long and successful experience.” 


In the manufacture of our product we have a great deal of detail to contend 
with, and the terms that are used are extremely special. We have a lot of 
stenographers who, when they come to us and hear the terms “dish wheel,” 
“cup wheel,” and different mechanical terms, do not know what they mean. 
We found that our correspondence and office work suffered materially from 
lack of that knowledge. To bring about a better understanding, we divide 
the clerks from the correspondence, bookkeeping, and other departments into 
small groups, and periodically guide them through the shops, not so that they 
are required to observe all the operations in a comparatively short time, but 


* This is a condensation of a statement made by W. William Schulze of the 
Alexander Hamilton Institute, Proceedings of the Second Annual Convention of the 
National Association of Corporation Schools, pp. 500, 515-16. Important among the 
companies conducting office-work schools are the Western Electric Co., the Burroughs 
Adding Machine Co., and the National Cloak and Suit Co. 


2 The statement in Proceedings of the First Annual Convention of the National 
Asvociation of Corporation Schools, pp. 219-20. 
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to show them enough to enable them to understand the operation of each 
department. When that is complete, having had ocular evidence of what they 
saw on paper, we bring them into the lecture-room and explain by means of 
lantern slides the operations they have actually witnessed, and explain to 
them why certain operations must take place, and why a certain product is 
called a certain thing. We found the intelligence in handling the office work 
materially improved. We are getting up a special dictionary of a series of 
terms as applied to our particular business, and a very complete definition of 
each term is given. We use words that are ordinarily used in English, but 
they have a quite different meaning, and we find it improves matters very 
materially to give special instruction as to their use. 

In the summertime, usually in July, the various agents throughout the 
country send in their salesmen who have directly to do with our product, and 
they are for the time-being guests at the shop. The sessions begin in the 
morning and last until evening, including a certain amount of shopwork. In 
this the office employees take part. To be sure that nothing goes out that is 
not perfect in the way of diction and grammatical construction, we have all 
our correspondence censored by people well educated and specially trained 
along the lines of English construction, and in that way the censor of the 
correspondence has an opportunity to select and watch those who appear to 
be weakest in that direction. Those are taken aside for special instruction 
and told the method they should adopt for study to produce the most desirable 
results. 

ADVERTISING, SELLING, AND DISTRIBUTION SCHOOLS 


To some extent this type of school has been illustrated above. 
(See Plan No. 9 under Special Training Schools.) On the whole, 
corporation schools for giving formal instruction in distribution 
have not been developed as extensively as have most of the other 
forms of school. Retail selling is a marked exception. One reason 
is, no doubt, the absence from the plant or home office of the persons 
who are the natural objects of instruction. Many concerns give 
brief intensive courses in connection with their salesmen’s conven- 
tions, but these have seldom the length or formality of most 
corporation-school activity excepting where they take the form of 
special training schools. There are, however, many concerns 
which give instruction of the sort under discussion.t The sales 
manual is a common device used to convey and control the instruc- 
tion. 

1 The Western Electric Co., the Norton Grinding Co., the National Cash Register 


Co., and the Dennison Manufacturing Co. are among the companies giving much 
attention to training of salesmen. 
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An example of an extensive, successful, and in some of its 
features, unique sales school is thus described by M. E. Douglas, 
as sales manager of the Curtis Publishing Company.' 


Today our sales division is conducting what we believe to be the world’s 
greatest school in salesmanship for boys. This school, consisting in the begin- 
ning of one instructor, now includes forty highly trained correspondents, 
fifty roadmen, two thousand district agents, and fifty thousand to fifty-five 
thousand parents who, upon suggestions from us, are co-operating in training 
the boys. The pay-roll of our sales division, which is maintained solely to 
handle the business promoted by our sales agents, approaches $400,000 a year. 

At the time of their appointment, boy agents and their parents are given 
personal instructions by the roadmen. Three or four times a year the roadmen 
revisit each district agent and give additional instructions, according to our 
changing plans and methods. 

Our district agents and our branch managers personally instruct the boy 
agents whom they supply. 

Conferences of our branch managers, conventions of our roadmen, con- 
ventions of our district agents by states and by sections are frequently held. 

Our expert correspondents, whose helpful letters to the boys have been 
the means of developing this highly trained force, in rotation spend a part of 
their time with agents in the field each year. 

For the training of the boys, personal instruction is supplemented by 
printed matter suited to the age and experience of the boys and of their parents. 
Some of this printed matter is sent out from the home office, some from the 
branch offices, some from the offices of the district agents. 

This printed matter includes both manuals of an educational nature and 
booklets intended to have an inspirational effect. 

Our manual for the boys themselves is a 100-page booklet entitled How 
to Sell 100 Copies Weekly. When a boy’s first paid order is received at the 
home office, at the branch, or at the district agency, this manual is given to 
the beginner. In language adapted to the boy’s age and experience, the manual 
tells him how to get his first list of steady customers among his friends and 
neighbors, and by easy stages leads him, if he has it in him, up to rank among 
among our champion boys. We have printed and distributed 100,000 copies 
of this manual. 

For parents we have the 56-page manual entitled What Shall I Do with 
My Boy? After reading this manual the interested parent helps the boy 
to master the selling plans described in the booklet How to Sell roo Copies 
Weekly. 

For district agents we have the manual entitled The District Agent as a 
Sales Promoter, 291 pages. This booklet contains a full discussion of such 

* From the Proceedings of the Second Annual Convention of the National Association 
of Corporation Schools, pp. 177-8. 
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subjects as the relation between promotion and distribution, the relation of 
the Curtis boy to promotion and distribution, how to get boys, how to train 
green boys for salesmanship, how to hold boys that have made good, etc. 

Our sales division publishes each month the house organ called Our Boys, 
one copy of which is mailed to each boy regular agent, sub-agent and special 
agent throughout the country. Announcements of interest to our boys, new 
selling plans, stories of the selling achievements of various boys—all this is 
given entirely without cost to the boys. The ‘Parents’ Personal Page” is a 
special feature. 

We have a second house organ called Our District A gents, printed monthly 
and mailed to district agents only. Inspirational and educational matter with 
reference to promoting sales through boys appears in each issue. 

Constant effort is made to train the boys to sell the article rather than 
the publication. This involves arousing the boys’ interest in the article, 
helping him to understand it, so that he can talk about its good points. Inter- 
ested parents are helping their boys to identify the feature articles and to learn 
what to say about them to their prospects. Among other plans for training 
the boys to sell the article or story of special local interest are these two: 

Each week we send to a selected large list of boys printed forecasts of the 
contents of coming issues. These forecasts tell the boys what to say about 
the special features of the issue. 

Another and a most potent factor in the training of our boys is the personal 
letter. The correspondents in the home office and at the branch offices partici- 
pate in the boys’ hopes, in the boys’ imaginings, in the boys’ desires; they give 
of themselves to the boys; they interest themselves in the boys’ undertakings, 
so they know how to write letters that reach beneath the vests of the boys, 
are able to direct the boys’ desires, to help the boys to substitute real selling 
methods in place of the personal or sympathetic appeal for trade. 


RETAIL SALESMANSHIP SCHOOLS 


Retail salesmanship schools are, in so many instances, conducted 
by corporations in co-operation with the public-school systems," 
that one is likely to confuse such undertakings with the strictly 
corporation school. Many of the larger department stores furnish 
examples of the latter, however. The work of the retail selling 
school of one of the largest of the ‘‘chains” is thus described by 
one of those responsible for its conduct.’ 


* As in Boston and Cincinnati. 

2 Adapted from a statement by H. G. Petermann of the United Cigar Stores Co. 
Proceedings of the Third Annual Convention of the National Association of Corporation 
Schools, pp. 557-58. 
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All new salesmen are required to pass through this training course, which 
covers a period of fourteen to twenty-one days. Our method of buying and 
selling, also our rules relative to the handling of customers are made plain to 
the new man. 

All departments of our business are covered in talks and textbooks. 
Lectures are given on the culture and manufacture of tobacco grown in different 
countries. Talking points are taught them on Amber, Meerschaum, Briar, 
Calabash. Good service talks, salesmanship, customs duties, internal revenue, 
etc., etc. In fact, the history of tobacco from the time the seed is planted 
in the ground until the internal revenue stamp is placed on the box that contains 
the finished product is explained—we get right down to the how and why, so 
that even a child may be able to understand it. 

Written examinations are given to make men think and work to determine 
their progress. A quiz upon the sales manual. Written notes on previous 
days’ work, etc., etc. All of the men sent by the employment department to 
our training department do not reach a store. While in school they are on 
probation. Those who show a lack of interest in our proposition, or after 
a fair trial, do not measure up to the required “United” standards, are 
weeded out. 


SCHOOLS FOR UNSKILLED LABOR 


Corporation schools for unskilled labor are for the most part 
concerned with the teaching of English, the prevention of accidents, 
and “‘Americanization.”’” Such schools present unusual difficulties 
of organization and the persons who are directing such schools 
speak as often in terms of these difficulties as in terms of accomplish- 
ment. ‘This is evident in the following description of the Solvay 
Process Company School." 


The Solvay Process Company manufactures a variety of soda prod- 
NR s. 5250 The classes, as they are conducted at the present time, are 
looked upon as being in an experimental stage, and apparently all those who 
are interested in their welfare are willing to change their point of view on any 
particular phase of the work at any time. 

Perhaps too much emphasis cannot be placed on the necessity of a thorough 
campaign of publicity before the opening of English classes. The average 
English-speaking American probably has very little idea of the real significance 
of the learning of the language, and the man of non-American origin naturally 
has even less opportunity to appreciate the value of familiarity with English, 
though he may in a general way feel himself handicapped. The publicity 
campaign, as carried on in the Solvay plant, followed three general lines: (1) 


* Adapted from Charles H. Paull, “Development of Americanization Project,” 
Industrial Management, March, 1919, pp. 213-17. 
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the circulation of literature; (2) personal contact with the men; and (s) 
stimulation of interest of the more influential employees of various nationalities 
with the idea that they would establish a feeling of understanding and 
sympathy, which it is more or less difficult for the other employees of the 
company to obtain. 

Several forms of printed material are used to interest men in English 
classes. The arrangement of the material on the page is as important as the 
subject-matter. Where two or three printed announcements follow one 
another, variety of arrangement and subject matter are essential. The 
following is a typical example of the subject matter contained in a hand bill 
now in use: 

FIVE REASONS WHY YOU SHOULD LEARN ENGLISH 

1. Your children learn English in school. You should not let them get 
ahead of you. 

2. Most of the people in the United States speak English, but they cannot 
speak to you and you cannot speak to them until you understand English. 

3. You cannot learn all that is going on in this country every day until 
you can read an American newspaper. 

4. Many accidents happen every year because men do not understand 
what their foremen tell them in English. You cannot afford to lose time or 
be crippled. 

5. Men who speak English have a better chance to get good jobs. If 
you do not speak English, join a class now. If you speak English get a friend 
who does not to join a class. Free to all. Ask your foreman about it. 

The foregoing then follows in Italian and Polish. 

Elaborate equipment is not necessary for adult classrooms. ‘The essentials 
are: (1) good light and ventilation; (2) considerable blackboard space; (3) 
inexpensive tables and chairs; (4) stationery and books. 

Emphasis has been placed on the following points: (1) accurate 
pronunciation through phonic drill: (2) development of vocabulary through 
speech and drill; (3) drill in sentence formation, and thought in English, 
through oral and written composition; (4) presentation of useful subject- 
matter. 

THE ORGANIZATION AND ADMINISTRATION OF 
CORPORATION SCHOOLS 

One of the most interesting things about the corporation-school 
movement is the thoroughly professional attitude which is taken, 
by its best representatives at least, toward the technical phases 
of their work. Proper means of organization and administration 
have been given a great deal of attention and the relation of the 
corporation school to certain other forms of training has been 
made the subject of a special investigation. 
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The statements which follow are largely drawn from the 
reports, suggestions, and recommendations made by special 
committees and individuals in corporation school work.* 


The superintendent of the corporation school performs duties somewhat 
similar to those performed by the same official for the Board of Education, 
although they are likely to be much more specific in character since the corpora- 
tion school is usually restricted in its purpose to a few well-defined lines of 
procedure. 

In corporation schools there cannot be the same close adherence to types 
that is found in public-school systems. As a rule, each corporation school is 
distinctive in its organization and administration even when intended for the 
same general purpose as some other similar school. 

Perhaps no other feature of corporation school organization presents more 
difficulties than the finding of properly qualified teachers. The ideal teacher 
for a corporation school is one who has a thorough knowledge of his subject 
with a practical experience in it and the ability to impart instruction intelli- 
gently. He is one who can work well in the thing he teaches and who can teach 
well the thing in which he has worked. He must be of commanding and 
forceful personality because with few exceptions the conditions he has to con- 
tend with in the training of young people in industry are not the normal 
conditions that are suited to secure the best results from the student. The 
student who has spent part of his day in physical labor is apt to be sluggish 
in his studies and indifferent in his mental efforts. Such teachers are difficult 
to find and they command salaries much above the average. 


The selection of good textbooks is of first importance and is of 
unusual difficulty for a corporation school owing to the great 
diversity in the subject-matter of instruction desired and the 
somewhat limited supply of texts that are prepared to meet the 
peculiar requirements of the corporation school. 

In a type of education to which general systems are so ill 
adapted, the importance of the educational director is obvious. 
A number of university and college teachers have been drawn into 
this form of work. The duties of this executive have been described 
by a corporation-school committee to be:? 

*The Proceedings of the Fifth Annual Convention of the National Association of 
Corporation Schools contains a discussion of “Organization and Administration.” 
The Proceedings of the Sixth Annual Convention, pp. 97-127, contains a section on the 
same subject. Jbid., pp. 57-82, contains an excellent plan for viewing the same 


problems. An appraisal of corporation school pedagogy is attempted by A. J. Beatty 
in Corporation Schools. 


? Proceedings of the Fourth Annual Convention of the National Association of 
Corporation Schools, pp. 100-102. 
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(a) To organize the various curriculums and courses of study; (b) To 
select the instructors for the various departments; (c) To supervise and criticise 
the methods of instruction; (d) To aid the instructors in developing text books 
and lesson-sheets; (e) To adopt a suitable system of records for students’ work 
which should show their industry, their progress, and attainment; (f) To select 
the students for the various courses and keep in touch with the sources of 
supply; (g) To keep the higher officials of the company informed as to the 
needs, the efficiency, the results, and the expense of the work; (4) To supervise 
the records of the department in such a manner as to show the costs of the 
various courses, and the various items of increased efficiency in the concern 
which may be attributed to the work of the department. 


The report continues: 

Such a program as this demands a man of no small caliber and his selection 
is a task which demands the most careful consideration. Unfortunately the 
supply of such high-grade men is not equal to the demand and many corpora- 
tions have been compelled to place their educational work in charge of men who 
have not had sufficient technical training in school administration to guarantee 
the highest efficiency. 

Most of the men who are in charge of educational departments are 
graduates of technical schools and in the majority of cases they are men who 
have been exceptionally efficient in some executive capacity. These qualifica- 
tions are highly essential and no one who has not had such technical training 
and such shop experience should be placed in charge of an expensive educational 
plant, but technical and theoretical training in school administration as viewed 
from the standpoint of professional educators is an invaluable asset in such 
a position. 

The importance of the educational director and the need of 
granting him real power is repeatedly expressed as the basis of 
solid success in corporation-school administration. An official 
of the Norton Grinding Company, for example, states that their 
educational department “‘consists of a supervisor directly respon- 
sible to the general manager, an assistant, and an advisory board 
consisting of nine men from the management of the two companies. ”’ 

Mr. F. H. Yoder, of the Pennsylvania Railroad, expresses the 
same view, declaring: 

The first step is to establish responsibility in a higher official; a man with 
vision and foresight; a man who would not have to consider the question of 
dollars and cents and immediate return for all money invested. Minor officials 
must of necessity keep down expenses in their departments, and naturally 
educational work under them cannot be expanded. If a business depression 
arises, all work not bringing immediate returns will have to be curtailed in order 
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to reduce expenses. For this reason, it is necessary to resort to a higher official 
who can look to the future and see the future benefits of the educational work 
to the company, irrespective of the immediate conditions. It therefore seems 
that the first step in the matter of administration and supervision is to establish 
your responsibility in a higher official. 


THE ROLE OF THE CORPORATION SCHOOL 

What then is the réle of this modern form of education by 
business? What is the proper specialized task of the corporation 
school in a coherent program of education for business ? 

The corporation school is chiefly concerned and may be expected 
to continue to be concerned with those forms of instruction which 
are calculated to bring a profit to the company involved. Although 
many corporation-school directors have been actuated by broader 
motives, the corporation school is by nature part of a business 
enterprise and in so far as the school cannot indicate a financial 
gain it involves a highly questionable use of stockholders’ assets. 
As W. L. Chandler, of the Dodge Manufacturing Company says: 
“Expense incurred in this way can only be justified on the grounds 
that more profit can be made with the school than without it.” 
Charles P. Steinmetz, the “Wizard” of the General Electric 
Company, expressed the same view in his presidential address at 
the Third Annual Convention of Corporation Schools. He said: 
“The limitation of the corporation activities in the educational and 
similar fields is that given by the limitation of the corporation 
purpose to earn dividends for its stockholders.” 

The profit motive as the spirit of the corporation school gives 
the cue to its possibilities and to its limitations. 

1. The corporation school is, in its most organized form, more 
or less limited to large-scale industries. The overhead cost of the 
well-conducted school must be widely distributed to justify the 
undertaking. Indeed most of the members of the National 
Association of Corporation Schools have thousands of employees. 
On the other hand there is large room for the development of 
corporation training by small-scale concerns through trade associa- 
tions or similar arrangements. The American Institute of Banking 
referred to above is one excellent illustration of a very effective 
organization of this sort. 
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Moreover the most important use of the corporation school 
lies in large-scale industries. It is there that the “general knowl- 
edge’”’ of the employee most needs special “‘pointing.” It is there 
that special guidance may mean most for advancement. 

An additional reason for the affiliation of the corporation school 
and large-scale industry is that in such industries the investment 
in training is more likely to become a permanent asset of the com- 
pany. Men are obviously less likely to leave when there is no 
place to go, and this is virtually the situation when the industry 
which has trained them is monopolistic or holds a dominating 
position in the field. Large industries, too, even where vigorous, 
competition exists, are able to instil a loyalty and esprit de corps, 
a plant tradition, which holds men. 

2. The corporation school, because of the profit motive, cannot 
be counted on to give ‘‘general education” or unbiased instruction 
regarding social institutions such as trade unions, governmental 
regulation, and tariffs; nor can it, because of the uncertain loyalty 
of employees, be expected to make even its special training any 
broader than necessary. 

The knowledge obtained from a general course in marketing is 
far more salable elsewhere than a course in ‘‘Our Sales Methods”’; 
“Commercial Correspondence” is a more risky investment for 
Company A to make in an office-worker than instruction in “‘The 
Correspondence Forms of Company A.”’ 

This failure to give general training is no ground for criticizing 
the corporation school. It may be worth while to criticize the 
whole system of private enterprise but hardly to pick at such a detail. 

3. Conversely to the above, the corporation school finds its 
chief réle in teaching the detailed technique of particular businesses. 
“The corporation school,” says the educational director of the 
Western Electric Company, “has come into existence because of 
the necessity for training young men and young women to know 
the details of how to perform the tasks peculiar to a particular 
business.” In this réle the corporation school can function to 
social advantage. It isa task which must be done; no other agency 
can do it with a comparable amount of social resources, in fact no 
other agency can, in some cases, do it at all. 
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4. Finally, and perhaps most significant of all, is the fact that, 
in broad ranges of industry, the corporation school can be counted 
on to give instruction in technique. This is gratifying not only 
because it will be done at less social cost than otherwise but because 
it rids other institutions of a burden in many cases too long assumed. 
It makes possible a much greater extension than has been common 
heretofore, either in the secondary school commercial course or in 
the collegiate school of business into the larger and more general 
phases of business and especially into the social aspects of enter- 
prise, concerning which the corporation school cannot be trusted 
to give instruction even if it wishes to do so. 

Mr. J. W. Dietz, whose remarks on corporation training are 
usually worth consideration, has placed the corporation school 
rather aptly in his statement: 


Industry’s point of view: 
Train citizens. Let the public school do it. 
Buy trained help. Let the other fellow do it. 
Educate in business. It’s our own job. 


LEVERETT S. LYON 
UNIVERSITY OF CHICAGO 











PROPOSED REFORMS IN THE SYSTEM OF 
FOOD DISTRIBUTION 


I 


The interest in the cost of living has grown with the rise and 
fall of prices. Manufacturers have been concerned with the effect 
of price fluctuations upon wages and upon their struggle for world 
markets; laborers, with the effect upon their present purchasing 
power; farmers, with the relation of selling prices to cost of produc- 
tion, and railroads with the effect of declining prices of farm products 
upon traffic. The present article will consider certain reforms 
proposed for reducing the cost of distribution of food as a factor 
in the cost of living. 

The distribution of no one product has received such general 
public attention as that of milk, and yet milk distribution is a 
relatively simple problem. The producer at present usually sells 
direct to wholesale receivers who are also retailers of the prod- 
uct to the consumer. At first the producers or dairymen them- 
selves hauled their product to town and distributed it from their 
own wagons to the consumers; but as cities became larger, it was 
necessary for them to ship the milk into the cities from a distance. 
Then of necessity, health regulations became more exacting, and 
with the demand for pasteurization, greater equipment was required, 
and finally greater capital was necessary for receiving-stations and 
delivery trucks. The result was that the dairymen found it 
easier to sell to milk dealers who generally retailed the product to 
the consumers. Distribution came to be controlled by fewer and 
fewer milk dealers or distributors. Of the three classes interested, 
the distributors first organized to determine the price to be paid to 
the producer and the price to be charged to the consumer. 

The relatively low prices paid to the producers soon forced 
them to organize in their own protection. Before organization, 
the producers felt that they had no voice in determining the price 
of their product. They were being forced to sell milk at a low 
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margin of profit or at a loss. Organization of milk producers 
had the same effect as organization of producers in certain other 
lines of agriculture, namely, increased prices to producers." How- 
ever, such reforms of the control of distribution by the producers 
have not usually placed sufficient control in their hands to assure 
them the necessary cost of production and still less a fair profit. 

It should be noted that the organization of agricultural 
producers in certain sections, especially the potato growers of 
eastern Virginia and the fruit, nut, and poultry producers of Cali- 
fornia, has resulted in certain economies of distribution and in the 
transfer of certain elements of control from middlemen to farmers. 
One organization in a section has taken over the competitive right 
of the individual farmer to sell where he pleases. Through becom- 
ing the main agency for assembling products in any given producing 
section, the organization has eliminated the wasteful competition of 
a large number of local middlemen, and has reduced the usual expense 
of soliciting business incurred by middlemen. The difficulties of 
management are not so great when a large volume of a given product 
is contracted to the organization over a period of several years. 
Through the pooling of products, the growers have obtained the 
same price for the same grade for a given season or year and 
thus have realized the economies of co-operative insurance against 
the hazards of fluctuating markets. These organizations have 
abolished the method of hit-or-miss distribution, and secured a 
wider, more even marketing of products to wholesale receivers at a 
less per unit cost. At the same time, the manufacturing processes 
which have been undertaken by certain organizations have been 
improved, and the product has been improved in quality and grade. 
Finally, the prices returned to the growers have been increased 
and stabilized, and production has been encouraged.” 

Clyde L. King, The Price of Milk, chaps. vi. vii; R. D. Cooper, Dairymen’s 
League News, New York, December 10, 1919; N. E. Baum, ibid., August 10, 1919; 
Annual Reports California Market Commission, 1918, 1919; J. W. Lloyd, ‘‘Co-opera- 
tive and Other Organized Methods of Marketing Califcrnia Horticultural Products,” 
University of Illinois Studies in the Social Sciences, 1919, pp. 37-44. 

? However, duplication of marketing-machinery in the form of branch offices, 
dealer service, and salesmen, by every commodity organization causes needless 
sales cost to both producers and consumers. ‘The establishment of a separate system 
of distribution for each commodity may be a gain over the former multiplicity of 
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The method of collective bargaining through organization, found 
necessary by dairy farmers in order to obtain a living profit, is a 
method long employed by the laboring classes for the same purposes, 
though farmers generally have not been sympathetic to such 
protective measures when employed by wage-earners. The milk 
producers’ organization, when serving simply the strategic purpose 
of an efficient bargaining agency, is essentially an expense to the 
producer rather than any service in distribution to the consumer. 
But to the extent that an organization does co-operate to improve, 
standardize, and grade the product, to reduce the cost of assembling 
milk at country stations, to make collections for members, and to 
establish plants to work up the surplus milk into butter, cheese, 
milk powder, and cottage cheese; that is, to the extent that the 
organization reduces the cost of the processes of producing and 
distributing milk and milk products, it may be said to be rendering 
some tangible service to the consumers. 

Like the producers before organization, consumers have felt 
that they had no voice in prices. They have believed that milk 
prices are largely determined by two monopolies, one of producers 
and the other of distributors. Consumers have carried on agita- 
tions to prevent the rise in milk prices or to reduce them. A 
favorite method has been to appeal to the people to refrain from 
consumption, that is, to employ the strike method of control of 
prices. This protest on the part of consumers, like that of the 
producer, has had little or no effect on the actual methods and 
cost of distributing milk. The method of the strike when con- 
certedly employed by consumers in a refusal to take a normal 
supply of a perishable product, or when exercised by laborers to 
withhold needed service, or by manufacturers and farmers, to 
stop manufacture or to decrease the amount of a product produced, 
is always an additional cost either upon production or distribution 
without in any way adding to the serviceability of the goods them- 
selves. But until society develops some more constructive control 


buyers working at cross purposes, but still it represents great duplication and larger 
cost just to the extent that one system could more efficiently co-ordinate the distribu- 
tion of farm products. All activities to capture or create favorable price fluctuations 
add to the cost of distribution to the consumers without adding to the serviceability 
of the products. 
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of industry by all the interests involved, such protective measures 
will be increasingly employed by consumers in an effort to make 
the economic power of their collective purchase have correspond- 
ing weight with that of the better organized sellers. The control 
of patronage in the interests of the consumers themselves means 
the transfer of the important asset of “‘good will” from the dis- 
tributors to the consumers in the form of lower prices. 
Investigators of these conflicting interests have shown a decrease 
during certain periods in the supply of milk as a result of low 
prices to producers, and waste on the part of producers in keeping 
low-producing cows, and in the small-scale hauling of milk to milk 
depots, and loss to producers through failure to co-operate in the 
purchase of supplies and of high-grade stock, and waste on the part 
of the distributor in duplication of pasteurizing plants and other 
equipment, in many distributors delivering in the same block, and 
in their failure to adopt a uniform standard for return of bottles.* 
The recommendations made as a result of such investigations have 
included (1) zoning of cities and licensing of distributors, one 
distributor to operate in each zone, (2) distribution by co-operative 
organizations of producers or consumers, (3) municipal distribution 
of milk, and (4) authorization of a distributive monopoly under 
state regulation.2 The general conclusion reached seems to be 
* Preliminary Report of the Council of Farm and Markets of Its Investigation of 
the Cost of Production and Distribution of Milk in New York, State Legislative Docu- 
ment, No. XCIV (1919), p. 7; Report of Food Committee, New York Reconstruction Com- 
mission on the Milk Problem, August, 1919, pp. 23-30; Irwin G. Jennings, A Study of the 
New York City Milk Problem, National Civic Federation, New York, 1919, pp. 13-24; 
Report of the Mayor’s Committee on Milk, City of New York, December, 1917; A. E. 
Cance and R. H. Ferguson, The Cost of Distributing Milk in Six Cities and Towns in 
Massachusetts, Bulletin No. 173, Agricultural Experiment Station, 1917, pp. 50-52; 
Report of the Special Milk Board, Massachusetts State Dept. of Health, 1916, p. 89; 


Report of the Attorney-General in the Matter of the Milk Investigations, State of New 
York, Bulletin No. 45, 1910, p. 10. 

2 Report to Herbert C. Hoover, U.S. Food Administrator, The Production, Distribu- 
tion, and Food Value of Milk, Washington, pp. 26-27; Report on The More Economic 
Distribution of Milk in the City of Chicago, by the Committee on Health, Chicago City 
Council, Municipal Reference Library, December, 1917, pp. 1-15; Report of the 
Governor’s Tri-State Milk Commission, Harrisburg, Pennsylvania, 1917, pp. 43-51. 
Distributors’ margins vary greatly within each city and between the cities of the 
United States. The range of cost in 1919 was from $.0919435 in Boston to $.063115 
in Philadelphia and $.0425 in Ottawa, Canada, in 1920. In Philadelphia and Ottawa, 
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that competition has not eliminated waste, that elimination of 
waste, would greatly reduce the cost of distribution, that milk 
is of such supreme importance to the health of a people that it 
should be declared a public utility and regulated so as to reduce its 
cost as much as may be consistent with securing a stabilized supply. 
One plan of reform proposed would condemn the competitive system 
as inadequate for solving the problem, and would substitute in its 
piace a regulated monoply.t' There is no question of the greater 
economy of a complete organization of producers, distributors, and 
of consumers to operate the distributive system in complete 
co-ordination of the interests involved. But the question remains, 
Who is to control the system? If any one of these classes has a 
position of control under the price system will it not use its control 
for its own interests? If, instead of one distributor being licensed 
for each zone, one distributor is licensed to distribute in all districts, 
as has been proposed for New York, the monopoly authorized may 
become more powerful than any commission which the state may 
set up for its control. The regulated may come to control the 
regulators. 


the cost has been kept down by dealers realizing to a considerable extent, the economies 
of the zone system of distribution. 

In Erie, Pennsylvania, a city of forty-five thousand inhabitants, the milk pro- 
ducers organized to establish one system of distribution for 80 per cent of the milk 
producers who became members to take the place of eighty-five to ninety dealers who 
had previously been distributing the city’s milk supply. The city was zoned and 
the number of routes reduced from sixty-five to twenty-three and the cost of dis- 
tribution was greatly reduced for both the producer and the consumer (T. D. 
Willis, Erie County Milk Association, Milk Trade Journal, November, 1917). 

In eighty-six towns in England and in sixty-eight towns in Scotland, co-operative 
societies of consumers distribute milk to their owr members. Two co-operative 
societies, members of the British Co-operative Wholesale Society, from which reports 
have been received, have reduced the price of milk to consumers from 8d. and od. to 
64d. and 7d. per quart (Producer, Manchester, England, June 22, 1920, p. 250). 
The Greenock Central Co-operative Society, Ltd., reports “the cost of distribution 
including all expenses of pasteurization, bottling, etc., for the year to last September 
worked out at eight pence per gallon.”” The Derby Provident Society, Ltd., of Derby, 
England, reports “the cost of handling and delivering to customers’ houses is six 
pence per gallon.” 

* Report of Food Committee, New York State Reconstruction Commission, August 14, 
1919; Report of the Mayor’s Commitice on Milk, City of New York, December, 


1917, p. 85. 
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If the distributors are allowed to have a dominant control, 
through their control of the agencies that buy all the whole milk for 
distribution to consumers, and if they are allowed, further, to 
control the plants where a large part of the milk is used for the 
manufacture of butter, cheese, condensed milk, milk powder, and 
cottage cheese, then it may be expected that their margin of profits 
will be higher than that of the producers, that prices to consumers 
may be so high as to prevent full consumption, that prices to 
producers during periods of inflation and of rising prices, as during 
periods of falling prices, may frequently be so low as to discourage 
production, and that finally the babies of the poorer classes will 
not be provided with the nutriment necessary to make healthy and 
efficient human beings.* To the present methods of control are 
traceable the vast accumulations of profits, of capital and of 
borrowing power in the hands of the distributors, which in turn 
give to the distributors the power, not necessarily by intent but 
in effect, to discourage production and to prevent consumption. 

In response to the more urgent demands of war and post-war 
needs producers greatly increased the number of dairy cows. 
When, however, Europe ceased to be able to provide sufficient 
credit in New York for the purchase and import of condensed milk 
and other products, condensing companies shut down their plants on 
October 1, 1920, and refused to take the milk off the hands of 
producers.? In some instances, manufacturers took the milk for 
the manufacture of butter and cheese, giving the farmers what the 
product would bring in the open market, less costs of operation. 
This arrangement brought the producer approximately 50 per cent 
of the cost of production. Many farmers, deprived of markets, 
had to dispose of their herds or allow their cows to go dry. It is 
claimed that the surplus of milk was used to depress the price of 


tE. G. Nourse, ‘Will Agricultural Prices Fall?” Journal of Political Economy, 
March, 1920, p. 214; Leon Ardzrooni, ““The Philosophy of Restriction of Output,”’ 
Annals of the American Academy of Political and Social Science, September, 1920, 
p. 70; A. R. Marsh, ‘‘Lessened Production as the Answer of Producers,” Economic 
World, November 20, 1920; Clyde L. King, The Price of Milk, chaps. vi, vii. 

2 Market Reporter, October 2, November 6, and December 4, 1920, January 1 and 
February 5, 1921. Fifty condensing plants were reported shut down in January. Cf. 
G. F. Warren, “The Price Situation,” Wallace’s Farmer, January 28, 1921. 
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whole milk especially to the producers who are members of the 
Dairymen’s League. The immediate effect of the struggle between 
the manufacturers, the distributors, and the New York Dairymen’s 
League was to curtail the supply of milk again and to maintain 
prices to consumers. In a survey of 11,007 families in New York 
City, 5,775 mothers claimed that children were deprived of milk 
by reason of its high cost, and 4,053 others claimed their children 
suffered by reason of the use of less milk. “In 10,793 families 
substitutes in the form of tea, coffee, cocoa, cereals, and other 
drinks are used; that is to say, in over 98 per cent of the homes 
investigated this dangerous practice has full sway.” Of the 
19,037 children in these families, 7,328 children were suffering 
from some form of nutritional disorder.? 

The important thing from the social point of view is that 
resources and equipment shall be fully utilized to meet human 
needs. Resources like milk-condensing plants may be kept idle 
to prevent price reductions, but idle resources do not feed human 
beings, though capital value may be increased or maintained for 
the manufacturers and distributors and decreased for the owners 
of dairy cows and of farm lands. To the extent that farm lands 
are not pledged as security to the dominant class of investment 
bankers, but to small-scale savers through the instrumentality 
of savings banks and of federal land banks, it may be expected that 
a decrease in the value of farm lands will happen without any 
serious disturbance of the business system. However, if the 
elimination of property value in land is accompanied by a fall in 
prices so great that they do not cover operating costs, then produc- 
tion and railroad traffic and the purchasing power of farmers will 
so decrease as to disturb the market for manufactured products. 

In the distribution of fruit, vegetables, butter, and eggs, investi- 
gations by the Federal Trade Commission and by others likewise 
show much serious waste and disorganization, which have led to the 
proposal of various reform measures.’ Consideration will be first 

t Information secured from the New York Dairymen’s League. 

2 Report of the Governor’s Fair-Price Milk Committee for the City of New York, 
December 27, 1919, p. 8. 

3 Report of the Federal Trade Commission, Wholesale Marketing of Food, 1919. 
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given to the costs and defects of the present methods of distribution 
and then attention will be given to certain reform measures pro- 
posed for their improvement. The flat price which the trade 
frequently pays the producer for farm products puts a premium 
upon not grading, and encourages putting in culls and other waste 
matter. The lack of special technical direction allows the product 
to be delayed in transit and at terminals. The competitive system 
of freight depots even in places where there are belt lines connecting 
all railroad systems, necessitates that the receivers of perishable 
goods shall obtain them at different points, wide apart, with con- 
sequent delay and increased cost of delivery." The lack of sufficient 
unloading-platforms for the multiplicity of receivers results in a 
waste of time of truck-drivers and a waste of products handled. 
The lack of cold storage plants and heated warehouses for use as 
protection from heat and cold while perishables are being delivered 
from the cars hastens deterioration of products carried. The 
congestion on the streets from trucks; the lack of cold storage 
facilities of a public character; the frequent location of wholesale 
districts near the water front, and not as a part of a complete 
system of transportation with specialized central terminals and 
markets, are methods that indicate a wasteful lack of system. The 
large percentage of products which are handled upon a commission 
basis, especially during periods of declining prices, makes the loss 
of falling prices and of glutted markets fall not upon the middleman 
operators of the system, but upon the farmers and consumers. 
The sale of products by the buyer on days of receipt of similar 
products, in order to ‘‘bear”’ the price to be paid the producer or 
shipper and the competitive organization of distributors which 
amounts to disorganization as far as the consumers’ needs are 
concerned, cause loss and waste to the producer. 

This scheme of business may or may not be adequate from the 
point of view of distributors’ profits. This, however, is not the 
question primarily under consideration in this paper. The lack 
of a proper direction of the system has the effect of discouraging 

* Ibid., pp. 92, 114; E. G. Nourse, The Chicago Produce Market, p. 24; Thorstein 


Veblen, The Vested Interests and the State of the Industrial Arts (New York: B. W. 
Hueszh, 1919, pp. 82, 87 ff.). 
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production and accounts in a measure for the movement away from 
the farm to the city. It is a factor in keeping the cost of living 
high, whether the farmer is producing below the cost of production or 
at a profit. To meet this situation, which the competitive system 
does not remedy, the Federal Trade Commission proposes that ali 
railroads shall be required to unload and receive all perishable food 
products at central terminals. According to this plan of reform, 
facilities for the storage until sale, or for preserving, canning, and 
dehydrating the surplus, and also sales and auction rooms would 
be provided in connection with the central terminals. All facili- 
ties would be open to all on equal terms, space being reserved for 
producers who desire to sell their products seasonally, or occasion- 
ally. The manager of the centralized terminal or a government 
agent would be authorized to receive products direct from farmer or 
shipper and sell them at auction through a licensed auction firm. 
All terminals, storage plants and wholesale markets would be 
provided or regulated by the federal government. For the purposes 
of regulation, every dealer would be licensed by the federal govern- 
ment and “‘no licensee should be permitted to (a) engage in any 
unfair, unjustly discriminatory, or deceptive practice or device in 
commerce; or (6) charge an unreasonable price or rate in commerce; 
or (c) exact an unreasonable profit for any calendar year in carrying 
on his business in commerce; or (d) refrain from buying food 
products for the purpose of unreasonably depressing the price 
of those products in commence; or (e) withhold from the market 
any food products for the purpose of unreasonably enhancing the 
price of those products in commerce; or (/) sell or otherwise transfer 
to or for any other licensee, or buy or otherwise receive from or for 
any other licensee, any food products tor the purpose of apportion- 
ing the supply, or unreasonably affecting the price, or creating a 
monopoly of those products in commerce; or (g) be both buyer and 
seller, directly or indirectly, in the same transaction; or (h) 
conspire, combine, agree, arrange, or have an understanding with 
any other person to apportion territory for carrying on business 
or to apportion purchases or sales of any food commodity or to 
control prices in commerce.” 


* Report of the Federal Trade Commission, Wholesale Marketing of Food, pp. 185-94. 
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While the conclusions reached by the Federal Trade Commission 
unintentionally show the inadequacy of the competitive system, 
the reforms proposed would really establish the competitive system 
more completely than ever. The bias of the investigators is toward 
a free and open market with equal charges and no discrimination. 
But the reforms proposed do not affect the volume of business of 
the distributors. The investigation shows that any distributor or 
group of distributors controlling any considerable portion of a 
given product on any given market has the power to depress the 
purchase price or to raise the sale price on that market. It is 
doubtful whether any regulations can be made effective to prevent 
“bearing” or “‘bulling” the market, for such operations are usually 
so secret that only those on the inside know what is being done 
until after ‘‘the drive” has been made, and then those who have 
made the main moves may not be known. 

Again, the reforms proposed do not in any way make provision 
for directing shipments at point of origin or en route, so as to 
prevent over- or under-stocking of markets. With no adequate 
direction of shipments, glutting of markets will follow, and also 
many of the evils connected with such disorganization. Through 
the policy of government restriction on agreements, the economies 
of voluntary organization in the distribution of perishables for the 
purpose of preventing glutting of markets and for securing an 
economic zoning of the territory to be covered are made impossible, 
as a similar insistence upon competition, which does not compete, 
has prevented an economic unification of the railroads of the 
United States. The reforms proposed cover the same grounds 
as those authorized by Congress during the war, and in addition 
contemplate that the government may establish central terminals 
and central markets and cold storage plants with the purpose of 
putting all dealers on the same basis. But the question remains, 
can dealers of unequal volume of goods and controlling unequal 
capital and credit be put upon the same basis ? 

The assumption of the reformers is that if the government puts 
traders upon the same basis, they will compete. But if it is not 
for the interest of traders to compete, will they do so? Competi- 
tion itself has been found to bring about the survival of the most 











756 WILLIAM R. CAMP 


powerful or to encourage an unnecessary number of dealers who 
may work together for their own protection, but not for the solution 
of the larger problems of the trade." A multiplicity of shippers, 
wholesalers, and retailers does not solve the problem of produce dis- 
tribution any more than a multiplicity of milk distributors that of 
milk distribution. ‘Then again the purpose of this reform by the 
Federal Trade Commission is to bring about equality of trading 
conditions, but if traders are always seeking and making differen- 
tials, will any minor change essentially affect the nature of the 
system ? 
WILLIAM R. Camp 
UNIVERSITY OF CALIFORNIA 


«“‘The co-ordination within an enterprise is the result of careful planning by 
experts; co-ordination among independent enterprises cannot be said to be planned 
at all; but rather is it the unplanned result of natural selection in a struggle for 
business survival. .... Co-ordination within an enterprise is maintained by a single 
authority possessed of power to carry its plans into effect; co-ordination among 
independent enterprises depends on many different authorities contending with each 
other and without power to enforce a common program except as one can persuade 
or coerce them.’”—Wesley C. Mitchell, Business Cycles, University of California 
Press, 1913, p. 38. 

[To be continued] 
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THE QUANTITY THEORY SCRUTINIZED 

The quantity theory of the value of money is now widely 
accepted. Nevertheless, a number of earnest students still decline 
to indorse it, and its mastery over its competitor is not complete 
unless all issues between the two have been decided in its favor. 
The present paper has the object of comparing the validity of the 
two theories that account for the value of money. 

According to the quantity theory, the value of money is regu- 
lated by the supply of and the demand for money. An increase 
of the supply of money as well as a reduction of the demand for it 
is followed by a lowering of its value, manifested by a rise of the 
general price level, and vice versa. In the ‘“‘supply of money” is 
embraced all of our medium of exchange that is freely used in the 
market and generally accepted in payment for goods delivered and 
services rendered. It comprises, not only all of our currency in 
actual circulation, but also all deposit currency, that is, depositors’ 
bank accounts subject to check. The ‘demand for money” is 
measured by the volume of trade, that is, by the sum total of goods 
and services sold during a certain period, say one year. 

Two forms of demonstration are offered for this law. The one 
is a process of mathematical deduction that will be discussed below. 
The other consists in showing from history that a rise of prices has 
invariably attended an increase in the quantity of currency, and 
vice versa. 

With this theory goes the theory that the interest paid for a 
loan of money is really a payment for the advantages afforded by 
the use of the capital that can be bought with the borrowed money. 
There is still some disagreement on the cause to which the power 
of invested capital to return interest should be attributed. Some 
authorities trace this power to the final productivity of capital used 
in the industries, while others attribute it to the marginal preference 
of present over future goods, or the service rendered by “waiting,” 
that is, by a person’s abstinence from consuming after producing 
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wealth and permitting another person to consume before pro- 
ducing it. 

According to the bullion or commodity theory—the rival of 
the quantity theory—money is a valuable thing used as a medium 
of exchange, the value of which depends entirely upon the market 
value of the thing so used. In the case of credit-money the valuable 
thing is replaced by valuable credit, consisting of promissory notes 
or evidences of indebtedness, the value of which depends primarily 
on the goods promised by the debtor. The dollar, in terms of 
which the promises are expressed, is conceived as 25.8 grains of 
gold, 9/10 fine, and the law of supply and demand enters the 
problem only in its application to the purchasing power of gold 
as a merchandise. 

The most rational conception of the process through which 
evidences of indebtedness acquire value is that of viewing the 
creditor as being in possession of a contingent right against the 
property of the debtor that makes him virtually a joint owner to 
the extent of the debt. The property of the debtor is to that 
extent involved in the promise. Inasmuch as the property of a 
debtor is virtually pledged for the redemption of his debts, it is not 
unreasonable to view the creditor’s right as a right of joint owner 
ship in that property. A debtor is the owner only of the value of 
his possessions minus his debts, hence that share of his possessions 
which he does not own must belong to someone else, and who else 
can that someone be but his creditor ? 

This conception is particularly applicable to our medium of 
exchange. Our Federal Reserve currency is secured principally 
by commercial paper consisting of acknowledgements of debts on 
the part of business men or corporations. And since the holder of 
Reserve currency is a creditor, it is quite proper to consider him, 
together with the holders of the other notes issued by the same 
bank, as joint owner of the wealth possessed by the debtors whose 
promises to pay form the security on which the Reserve notes were 
issued. 

The same relation exists between the depositors of a deposit 
bank and those whose notes the bank discounted, for the bulk of 
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the assets of a deposit bank, on which its ‘“‘credit’’ rests, consists 
of its claims against those who are indebted to it. 

The possessions of the debtor are really the substance, or 
tangible wealth, that imparts value to the credit instrument, and 
since that share of those possessions that is owned by the creditor 
is expressed in terms of dollars, its value remains at par with gold, 
provided the debtor is solvent. The advocates of the commodity 
theory justify on this ground their assertion that all money, even 
credit money, consists of valuable things used as a medium of 
exchange, the only difference between commodity money and 
credit money being that in the one case the things themselves— 
the gold coins—in the other only the right of ownership to the 
things, pass from hand to hand as the currency circulates. The 
substance of credit currency is in possession of the respective 
debtors who, though possessing it, do not own it. 

Whenever the debtor of a currency system cannot or will not 
honor the promise, the value of the promise falls below par to an 
extent inversely corresponding to the prospect of a restoration of 
the debtor’s ability to pay, or, in case of a government issue, of an 
early resumption of ‘‘specie payment.” 

Some of the advocates of the commodity theory, in denying 
that the purchasing power of the dollar is related to the quantity 
of money in use, maintain that a direct relation exists between 
this quantity and the current rate of interest. Just as an insuf- 
ficient or an excessive supply of a commodity raises or depresses 
its market value, or as, conversely, an increase or a reduction of 
the price at which it is offered for sale tends to reduce or increase 
the amount of it that will be sold, so will, they aver, a deficiency 
or an abundance of the supply of money, in relation to the demand 
for it, raise or lower the interest rate, or, conversely, an increase 
or a reduction of the discount rate will tend to reduce or increase 
the call for loans. 

It is, however, not denied that the value of gold, and with it 
the purchasing power of the dollar, is affected by the amount of 
gold that is diverted from the industrial market and used for 
monetary purposes, either by coinage or by holding it in treasuries 
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as reserve; but an increase of money due to a diversion of gold 
from the industrial market has the tendency to increase, not to 
reduce, the value of the dollar. 

With these statements before us a rational comparison of the 
two theories can readily be instituted. 

The alleged mathematical demonstration of the quantity theory 
is based upon the self-evident truth that the flow of trade, com- 
prising the sale of goods and services, and the flow of money applied 
to their payment, must in the nature of things be equal. In the 
formula representing this equation the flow of trade in terms of 
dollars may be designated by the product T x P, where T represents 
the quantity of goods and services sold, and P the price level 
at which they are sold. The monetary flow is designated by 
MxV+CxXV’, where M is the volume of circulating currency, 
R the average rapidity of its circulation, C the volume of bank 
credit subject to check, or deposit currency, and V’ the mean 
velocity of its turnover. The equation then appears in this form: 


TXP=MXV+CXV'. 


To be sure, in accepting this equation, the quantities T, V, and 
V’ must be properly circumscribed. From the sum T must be 
excluded all those sales that are not paid for by money or by check, 
but are balanced against contra accounts or are not paid for at all. 
And in computing the rapidity of circulation, only those transfers 
of money and bank credits must be counted that are in the nature 
of payments for goods or services delivered. All secondary 
transfers of checks in the process of bank clearing, as well as 
transfers of money in the process of making or paying loans, as 
well as payments of interest and dividends, must be excluded. 

With these qualifications the equation of societary circulation 
is unquestionably true, and the quantity theory is deduced from 
the equation by the following reasoning: It is postulated that 
both the volume of trade T and the rapidity of circulation 
designated by V and V’ are independent of any change in the 
volume of currency, and that for this reason the terms P, M, 
and C are the only quantities that are mutually related. If, then, 
the factors M and C vary, the equation can remain satisfied only 
if the factor P varies in proportion. 
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However, the assumed postulate is open to dispute, for many of 
the advocates of the commodity theory contend that an inadequacy 
of the medium of exchange impedes trade and causes it to lag 
behind the productive capacity of the industries. By assuming 
the volume of trade to be independent of the volume of money, the 
quantity theory is assumed to be true by postulate. This is known 
as “reasoning in a circle.” 

It is universally admitted that in the modern system of pro- 
duction by specialized trades, in which the products of industry 
must be transferred from the producer to the consumer by process 
of exchange, these exchanges would be impossible in the absence 
of a special medium of exchange, since pure barter is out of the 
question. It is therefore reasonable to conclude that inadequacy 
of currency is an impediment to commerce, and this inference is 
brushed aside by postulating that the volume of trade is independent 
of the quantity of money in use. 

The postulate may also be contested on the ground of facts. 
In the light of the quantity theory an inadequacy of money would 
be inconceivable, since any change in the quantity of money would 
at once be compensated by an inverse change in the value of the 
dollar, and monetary crises would be impossible. But the fact 
that there were such crises in the past, that there were periods of 
money stringency, proves that a deficiency of currency is not only 
possible but that it has frequently been experienced. The attempt 
to prove the quantity theory by mathematics is decidedly a failure. 

But even though the deductive demonstration of that theory be 
rejected, the facts recorded by history are claimed to constitute 
an irrefutable proof. The discovery of America was followed by a 
material influx of gold and silver into the European markets and a 
simultaneous rise of prices. Every discovery of a prolific gold 
field caused prices to rise still higher. The almost unlimited issue 
of the assignats and the mandats of the French Revolution was 
attended by an unprecedented rise of prices, and so have prices 
risen lately in Russia, Germany, and Austria in consequence, it 
is said, of the unbridled inflation of the currencies of those countries. 

However, there is another side to this line of reasoning. A 
theory is not considered confirmed by some facts if not all facts 
coming within its province conform to it. When, through the 
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stimulated industrial activities during the late war, the demand 
for money was enormously increased, as manifested by the market- 
ing of the several Liberty Loans, prices did not decline as they 
should have done if the value of money were increased by an 
increased demand for it. 

And furthermore, the fact that before the late war the rate of 
exchange as regards the several units of value, the dollar, the 
pound, the franc, the mark, etc., remained stationary, barring 
very slight variations that could readily be accounted for, was 
inconsistent with the quantity theory, according to which more 
violent variations could have been prevented only by an agree- 
ment among the respective nations regarding the amount of money 
issued by each, and such agreement did not exist. The reason 
why at present the former rate of exchange of these various units 
is not maintained will be discussed below. 

These and other experiences militating against the quantity 
theory are ignored by its advocates on the plea that the approximate 
coincidence of variations of the price level with the varying quantity 
of money, which can be traced back for centuries, is an invincible 
defense of their theory. However, even this plea is of no avail, for 
this approximate conformity can be explained on other grounds. 

The present currency laws of all industrial countries are for- 
mulated so that the amount of money in circulation depends in a 
certain measure upon the amount of gold held by the banks. Any 
addition of gold to the stores of the Federal Reserve banks of this 
country permits an increase of the Reserve currency. Any addi- 
tion of gold to the reserves of a national bank entitles that bank 
to an increase of its deposit currency. It follows that the quantity 
of money is in a measure related to the quantity of gold on hand. 
This reasoning applies no doubt more accurately to our former 
currency system and to pre-war conditions. During the last 
several years the price movements and those of the currency 
volume did not keep together as closely as former observations 
show, and this is readily accounted for by the fact that in our new 
currency system the amount of gold on hand has less influence on 
the amount of money in use. 
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The amount of gold in the market also affects the purchasing 
power of the metal, hence an increase of the store of gold is attended, 
not only by an increase of the quantity of money, but also by a 
rise of the price level, and the approximate conformity of the two 
curves—one representing the fluctuations of the price level, the 
other the variations of the amount of money in use—can be 
accounted for by those of our laws that link the quantity of money 
in use in a measure to the amount of gold on hand. 

With this explanation of the observed facts the last stronghold 
of the quantity theory falls to the ground, and the only reasonable 
explanation of the value of money is that of the bullion theory, 
according to which the value of the dollar equals the purchasing 
power of 25.8 grains of the metal gold. 

Some phenomena observed in the use of credit money deserve 
further analysis. Credit currency consists of promises to pay 
gold, and so long as these promises are fully secured and are collect- 
ible, the outstanding number of such promises can affect neither 
the value of gold nor the price level in the sense predicated by the 
quantity theory. The rise of the price level within the last few 
years cannot therefore be ascribed to what has been called ‘“‘infla- 
tion,” and the supposition that business is now suffering from a 
lack of money is not unreasonable. The correct interpretation 
of the equation of societary circulation is this. The quantities 
T and eventually V and V’ are governed by the terms M and C. 
Business stagnation and unemployment can be traced to those of 
our laws that impede the issue of our currency, a policy that has 
been justified only by the erroneous assumption that an increase 
of currency will raise the price level. Instead, an increase of 
sound currency would permit an expansion of trade and a revival 
of business, and should the currency issued ever exceed the amount 
required by the full capacity of our industries, a reduction of the 
terms V and V’ would automatically ensue and the equation would 
remain satisfied. 

It is sometimes argued that there can be no scarcity of currency, 
since deposit currency rises exactly with the work to be done. 
But, as a matter of fact, it happens continually that customers of a 
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bank are refused credit, not because the security they offer is 
questioned, but because the funds of the bank are low, though the 
bank may not give that as a reason for the refusal for fear of hurting 
its own reputation. Moreover, in the present state of business the 
enormously high interest rates forbid the borrowing of money 
where the investment might clear from 2 to 6 per cent, hence 
deposit currency will not adapt itself to the work to be done. 

Besides, our banking laws, requiring banks to maintain a certain 
reserve in legal tender, render it impossible for the deposit currency 
to expand beyond a certain multiple of the currency held in banks 
as reserve. The various qualifications of the laws on bank reserves 
make it difficult to estimate this factor, but assuming the mean 
ratio below which the total of cash reserves held by deposit and 
Reserve banks may not be reduced to be 8 per cent of the total 
deposit currency, bank deposits cannot exceed twelve and one-half 
times the money held as bank reserves. And since our legal- 
tender currency, which alone can be counted as reserve in National 
banks, is limited, a limit is put on the expansion of deposit currency 
which prevents this currency from adapting itself to the needs of 
the industrial world. 

An expansion of the Reserve currency is practically restricted 
to two and one-half times the amount of gold held in the vaults of 
the Reserve banks by the 4o per cent gold reserve requirement of 
our laws. 

Indeed, I can see no possible explanation for general unemploy- 
ment other than the inadequacy of currency which is inevitable 
under our present banking laws, as can readily be explained. 

Currency can be brought into circulation only through the 
process of borrowing, hence the business world is unavoidably 
indebted to the banks to the extent of all the deposit currency and 
bank notes in use. This applies to deposit currency, for this 
currency is created through the process of discounting promis: 
sory notes. Any payment of these debts involves an equal reduc- 
tion of the money in use, for there is no other source of currency. 
So long as currency is needed for carrying on business, these debts 
must persist. 

But also the interest payments must be made with currency, 
and the money so withdrawn can be restored to circulation in only 
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two ways: (1) by the recipients spending it in the market, either 
on personal accounts or by investing it as capital, as by buying 
stocks, or houses to be rented, etc.; or (2) by offering it for loans. 
Which of the two ways is selected is optional with the recipients 
of the interest and out of control of the business world. It should 
here be remembered that the bulk of interest payments is received 
by the very rich who can afford to, and do, hold money for !ending. 

Every return of money to circulation in the second way increases 
the indebtedness of the business world, which implies an increase 
of its obligation to pay interest. Hence this increase of indebted- 
ness over the amount of money in circulation proceeds in a geometric 
ratio and has done so in the past. 

It is therefore not only impossible for the business world ever 
to discharge its debts but these increase with ever increasing 
rapidity. A periodic breakdown of business cannot be avoided, 
for a time must come when those needing the money can no longer 
afford to borrow more, and money will accumulate in banks, 
involving a reduction of the money in circulation. 

The sum total of debts on which interest must be paid amounts 
to probably more than four times the amount of currency in use, 
inclusive of deposit currency (I do not know where to obtain 
reliable and complete statistics on this subject), hence the yearly 
interest payments absorb more than one quarter of all currency. 
The bulk of these payments going to the very rich, and there being 
no way of compelling these monies to be returned to circulation 
in the first way, the business world must submit to one of two evils: 
either a continually increasing indebtedness that can never be 
canceled, or a reduction of the money in circulation. The first 
cannot continue indefinitely, and the second causes a depression 
of business. These are the conditions of today, and I can see no 
relief except by a reduction of the rate of interest so that the first 
way of returning interest money to circulation predominates, and 
the reduction of debts through insolvencies exceeds the creation 
of new debts through the second way. 

An increase of sound currency would at once relieve stagnation. 
In the same way in which the Reserve banks not so very long ago 
raised their discount rates with the view of impeding the issue of 
more currency, or, “putting a stop to inflation,” so they would 








766 HUGO BILGRAM 


have it in their power to reduce the discount rate and issue more 
currency, but for the 40 per cent gold proviso of the law. 

Since much of the capital of this country now lies idle, the 
final productivity of capital is now far below the prevailing high 
interest rate which cannot therefore be attributed to anything but 
those laws and policies that impede the issue of more currency. 

In a country in which currency is increased by an insolvent 
issuer, prices do rise in consequence, but such rise of prices is to be 
traced to the issuer’s insolvency. This is true whether the issuer 
be the government or a bank authorized to emit currency. By 
an increased issue of notes the nominal debt is increased without a 
corresponding increase of the issuer’s resources, hence the value 
of the notes naturally declines with every increase of the notes. 
And if those notes become the commercial medium of exchange, 
the value of any one of the discredited and therefore depreciated 
promises to pay a unit (in gold) becomes the current unit of account, 
and such debasement of the unit is naturally attended by a cor- 
responding rise of prices. In this event the quantity theory seems 
to be realized. In Russia, Austria, and Germany prices did indeed 
rise practically in the same ratio in which the notes in circulation 
were increased. 

However, even this experience does not constitute a confirmation 
of the quantity theory. When money is conceived as a valuable 
thing employed as a medium of exchange, the quantity of money 
is not increased by a mere multiplication of the evidences of debt 
without an increase of the resources available for honoring the 
promises, which resources are the real substance of the money. 
An increase of notes by an insolvent debtor causes a rise of prices, 
even though the quantity of money, measured by the resources 
available for the redemption of the notes, is not increased. Under 
reasonable conceptions of terms the quantity theory is not even 
confirmed by the rise of prices occasioned by an increase of currency 


that can properly be called “inflation.” 
Huco BILGRAM 
PHILADELPHIA, PA. 

















NOTES 


THE LIVELIHOOD OF AGRICULTURAL 
LABORERS IN JAPAN 


The arable land of Japan proper totals 5,859,326 cho" and the total 
number of the farming families is 5,561,053 (54 per cent of the whole 
number of families in Japan). Land cultivation by them may be 
classified as follows: 


AREAS CULTIVATED PER FARMER’S FAMILY 





Number Per Cent 

RU SOE hci cayeiexesawws 4,985,606 89.65 

NS SOc cc sisctmecncadiaces 575,447 10.35 
SNE. Sie cived vacances 5,501,053 100 


As this table shows, the number of the farming families of the second 
sort in the table is comparatively small. Moreover, a large portion of 
the farming of Japan depends upon the labor of the family members 
of the first sort in the table, and when needing more labor than that of 
the members of each family—e.g., in case of the rice transplantation— 
the neighbors mutually aid themselves, supplying one another with 
the labor of their family members. Therefore the number of the wage- 
earners in agriculture is very small. 

But those who are engaged in all sorts of farming and subsidiary 
occupations such as sericulture, tea-picking, charcoal-burning, starch- 
making, etc., and some tenants earning wages in the spare hours of their 
own farm work, aggregating 1,200,000 in the number of families, must 
also be taken into account. 

The laborers of these families are employed as day laborers by one 
farmer after another in their native hamlets, or as one’s special employees 
in the farmer’s busy seasons and on other occasions. For their dwellings 
some of them rent humble cottages with small pieces of land for garden 
purposes, not having their own houses, to say nothing of their own fields 
to till, 


* The statistics are taken from the Report of the Department of Agriculture and 
Commerce for 1918. 1 cho=2.45 acres. 
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Firewoods 


year in agriculture. 
meet.) .... ... 
Wife’s earning in her jobs such as washing, weeding, etc., for 100 days 
PE er A I IN 6 és iaceedisicaudienndencnmesmanciieneane 
Sale of fagots. ... 


NS a ye er een 


NOTES 


MEMBERS OF THE FAMILY 


Age 
BE sins calc eaiw ae acikadueseanien tons 43 
PREECE ETT eT 38 
FEE ee re er re eres 13 
BREF 458 he Wraainad daw een cncewideaeate ewes 9 
ANNUAL INCOME 
Te re re 


Wife’s earning as a season hired laborer for 137 days between the 
middle of May and the end of September, the busy season of the 
(Her wage is 0.75 yen a day excluding 


isis. wipes aman tis etter d/etniiainidder SA ac WARE 

ANNUAL EXPENDITURE 

Items Amounts 

Subsistence: Yen 

clog hcticm er tesa deal die seit alc arise alae Rhea itera acd naka 184.50 

ee Sere er Sere ee 24.00 

0 EE LEE Cee Ee OE TT eT ee ee 20.00 

I a0. 0y 4.5 wnbiavnctn te beaie OA ated Auden aaa 12.00 

NN 6565 ocak D ede emer senwenes 17.80 

NE Ie MINOR ei 5k acd airmddedxvnseweaeine 5.00 

Fe CE ID 6. boss ds oie iennwemenedeaninces 1.00 

Bn OEE ee Ce Te Tee Cee 2.30 
ES vc coekcckdinntameuh ose enedihaadidecwmacein 
ios t date tawhnderdbaSaehns waitainy eee moe 


Firing and lighting: 
Electric light 





















The following tables show the condition of the life of the agricultural 
wage-earners in Japan, a result of my recent investigation of a family 
budget in the central part of the mainland of Japan. 


Yen 
400.00 


102.00 
50.00 
12.00 

15.00 





579.00 


.60 


37-20 
40. 
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Amounts 
Education, public worship, etc.: Vea Vie 
NNR oc acd oe Aarne ailevcten nals cea shai tints oO 5.00 
Compra GuRAtOry GIB... ooo oicciesctiscmessiccsiones 10.00 
Contributions 0 SITIES. o.oo ik cos bss ccece oss 10.00 
i RE Ore ee ee rent een eerie ee ae 5.00 
Handsels and biannual presents ................ 3.60 
RMN sconces: Gre ards se ena atararctarsisnacaedievadteme AMR 1.00 
34.60 
Tax: 
Prefectural DOuse SORE. o.oo. 55 cik voices ncicvewianis 0.20 
DOIN fo ache toe ceed Rasen yea eiaaeR 5.80 
6.00 
Care of the person: 
We I ac bce os arnn acon re ear oraus det eeteres 10.00 
OT SCRA ios so hess basseanesewesmeawe 5.00 
15.00 





Comfort, mental and bodily recreation: 








BO an ee Cee ee Tees ee 146.00 
IN oso ace acid. we Dee ee aeie ones 12.00 
se 5 BF cere a Paranoid Cae ee ree oe 5.00 
OT I sain civndcercrnsnepeciwonens 0.40 

163.40 

IES oct prec oid ai Sear aie See 596.40 

Balance 
EET RTT eer ORE Tees MONT eR IO E RT ey 17.40 


In the following table of percentages are included 64.40 yen, added 
to the item of the subsistence, for the cost of meals in 137 days (0.47 yen 
per day) which the employer provides for the wife. 


Yen Per Cent 
RINNE 2 coi v9 Vac aiie, Sfatiatns onnecm ae eaeraaiotd 331.00 50.2 
Me 5 eck ep deni ccs bua oon bos San tare ar aati 37.20 5.6 
a ee eT APIs ENE Aeeee ae get ee 40.00 6.0 
og cr rea 33.60 6.2 
Education, public worship, etc............. 34.60 S29 
I a ir orcas Re os te Sia ne eget 6.00 °.9 
te I ino pce. a. aches icone 15.00 2.3 
Comfort, mental and bodily recreation... .. 163.40 24.7 
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The table will show you how bitter is the economic condition of the 
family life. Especially, women’s lot—with only one opportunity in a 
year to see a rustic play—is much harder than that of men, who enjoy 
far greater opportunities for pleasure. The reader, for instance, may 
be surprised to see in the table the comparatively large expense (146 yen 
a year) for 58.4 gallons of sake, which means 4 go or 0.16 gallon per day. 
But according to the investigation of the Nippon Kinshu-kai (the 
temperance society of Japan), the average amount of the liquor con- 
sumed by a man aged above 15 in Japan is 1.5613 koku (61 gallons and 
fractions) a year, 4.337 go or 0.1735 gallons per day. 

So you see, compared with this report, the sum in the table is not 
large. We must remember, moreover, that though the cause of poverty 
of the agricultural wage-earners of Japan lies on the above-mentioned 
disproportionally large expense of sake, at the same time to drink is the 
sole source of comfort and pleasure of their life. 

As to the excess of the expenditure over the income by 17.40 yen in 
our table, Dai-Nippon No-kai (the agricultural society of Japan) reports 
that in 32 per cent of the cases of farmers running into debt in Japan 
the cause lies in the too hard pressing of their living. In fact, they too 
often have no money to pay their rent. 

I have taken the foregoing description as an example, by which to 
show a picture of the general condition of the agricultural laborers in 
Japan. 

The reader will perhaps think the description too unscientific. 
The following table of wages in various parts of Japan proper, which is 
the result of my investigation at the end of November of this year (1920), 
will tell you something in this connection. 


Localities Wages 

Yen 
IN 55 acaiiininin camara cirswndionas 2.00 (meals inclusive) 
IID 66,55: id. Sicn erie tr aresn armreracaan I 50 (meals inclusive) 
eds ng weeds a aiawrebdidens 1.50 (meals inclusive) 
ee | Ce ee 1.40 (meals exclusive) 
PI 5a oe iaiceciendwadauicnls 0.90 (meals exclusive) 
Chiba-ken (Katori-gori)............ 1.40 (meals exclusive) 
Aichi-ken ... 0... ..00000 00 eeeeess 2.00 (meals inclusive) 
Kioto-fu (Kamo-mura)............. 2.30 (meals inclusive) 
Kagawa-ken (Shikoku) ............. 1.20 (meals exclusive) 
Fukuoka-ken (Kyushu) ............ 1.50 (meals inclusive 


except breakfast) 
Note.—The wages will be paid in money, and sometimes money and meals. 
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According to a certain landlord’s estimate, meal cost is 0.47 yen a 
day for each laborer, so the table may be re-written as follows: 





LocaLITIES WaGE 
In Money In Meals Total 
Yen Yen Yen 
Mas. Sarco oircicn seme 2.00 2.00 
MIEN ois dis Siaisraigiepvaresiore I.50 1.50 
MI. 3.6. ibixccaseneen 1.50 1.50 
ODOR Ee PRC 1.40 0.47 1.87 
| Cee EE ee 0.90 0.47 t.37 
SII oni Ss parecerarcicraGeaiaetaiere 1.40 0.47 1.87 
PI iio ansisedinianmemen 2.00 2.00 
RT ee Oe ae 2.30 2.30 
eRe 1.20 0.47 1.67 
i ee ee 1.50 0.35 1.85 
PE oivcra esd ahora ca ree encaa ee pee es 17.93 
MI 6 RAS Kea ee ee coe eee anh oem ea 1.793 


Thus driven by the very miserable condition, the centralization 
movement to the urban districts is much in evidence among them so 
that landlords are experiencing greater difficulties. 


SatcH! NAKAMURA 
Wasepa UNIVERSITY 














REVIEWS AND NOTICES 


BOOK 





The Management and the Worker. By GrEorGE F. JOHNSON AND 

Orners. A. W. Shaw Company, 1920. Pp. 228. 
Companion volumes: 

The Way to Greater Production. By HoMER S. TRECARIN AND 
OTHERS. Pp. 252. 

Working Condiiions, Wages, and Profits. By C. W. PRICE AND 
OTHERS. Pp. 254. 

These three volumes comprise a collection of articles written by 
various business men upon the policies and practices of the organizations 
they represent. The work of co-ordinating and supervising has been 
done by such men as F. F. Beall, G. L. Avery, R. A. Feise, W. J. Kil- 
patrick, Henry S. Dennison, A. Kauffman, W. E. Clow, F. D. Pitt, and 
George M. Verity, of the Editorial Advisory Board of Factory, The 
Magazine of Management. 

The editorial staff is to be praised for the success achieved in relating 
the articles and securing some degree of sequence in the development of 
the subjects undertaken. In this series of three volumes written by a 
score of individuals is every possibility of repetition, contradiction, 
suggestion, dogmatism, education, misdirection, and inspiration. Expe- 
riences are drawn from Endicott, Johnson and Workers, Incorporated, 
The International Harvester Company, The Detroit Sulphite Paper and 
Pulp Company, The White Motor Company, The National Cash Register 
Company, The Packard Motor Car Company, The Cortland Electric 
Company, and as many as twenty others. W. S. Rogers explains how 
the Bantam Ball Bearing Manufacturing Company has arrived at a 
distribution of responsibility and authority which avoids “passing the 
buck.” P. W. Litchfield tells about the Goodyear Flying Squadron as 
a device to protect against slow-downs and tie-ups in production; Samuel 
Gompers speaks for organized labor; others indicate that their methods 
have kept the unions out; and so throughout the three volumes is a 
motley of testimony upon every conceivable topic in the field of industrial 
relations—‘‘loss by fatigue,” “speeding the workers up,” “health from the 
’’ “what to do with non-productive labor,” 


dollars-and-cents standpoint, 
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“labor costs and losses,” “a way to measure labor efficiency,” “profit 
sharing analyzed,” “how to increase output with from 10 to 30 per cent 
less help,” training, hiring, firing, keeping records, what not. Here it all 
is. The task of securing a degree of orderliness was assuredly a severe one. 

Less can be said, however, for the quality of the materials. Each 
chapter is based upon the concrete experience of a particular business 
firm. It is actual, but it is far from final. That there is material for 
guidance in the experience of various business institutions as recited in 
these books cannot be denied. It is through the analysis of just such 
cases that progress will be made. The real question so far as these 
volumes go is whether the recital in each particular case is sufficiently 
comprehensive to expose both the strength and limitations of particular 
methods. For, granted that a particular plan has been successful, and 
granted that success has not been proclaimed until it proved itself 
to be more than temporary, there is still need of caution. The same 
procedure in different hands, or under conditions but slightly at vari- 
ance, might lead to disastrous effects. At best, any plan is merely 
suggestive, and to secure proper rather than improper guidance, it is 
necessary to understand the background into which the plan has been 
worked. Analysis, minute and comprehensive, should back up the recital 
of the method used to meet each problem in each particular plant. And 
this analysis is lacking. 

Greater promise of making progress would seem possible if more 
attention had been given to a consideration of why the worker in industry 
is unwilling to co-operate whole-heartedly with management rather 
than bringing forward a continuous reel of “these are the methods that 
worked in the X, Y, and Z companies.”’ Understanding must precede 
method. Not least among that which must be understood is the worker 
—his fears, his likes, his prejudices, his desires. Although some of the 
articles tell how production was greatly increased by particular methods, 
it is all too evident that the ends achieved are the results of an aggressive 
personality combined with an understanding that has progressed little 
beyond the stage of slapping men on the back and calling them by their 
first names. All of which is worth something if there is actual good will 
present, just as a platter of meat is often made more appetizing when 
decorated with parsley, but the substance is in the steak. A study of 
the worker in terms as broad as society itself is a task which is worthy 
of the best student of production. The results of such a study might 
influence profoundly the value to be attached to certain prevailing 
practices of control. 
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Recognition should be given to the fact that the editors appreciate 
somewhat the limitations of such compilations as these three volumes 
represent; and a warning is given from time to time that the conclusions 
of a particular writer are based upon his own experience and need not 
necessarily be subscribed to by others. Also, there are some articles 
which do constitute real contributions in the fields to which they are 
addressed. Among these, chapter xii of The Way to Greater Production, 
written by Windsor T. White and E. W. Hulet of the White Motor 
Company, is a thoughtful analysis of the function of management in 


relation to the workers. 


; WILLARD E. ATKINS 
U NIVERSITY OF CHICAGO 


Life and Labor in the Nineteenth Century. By C. R. Fay. 
Cambridge University Press, 1920. 

This volume contains the substance of a series of lectures delivered 
at Cambridge University in 1919 to students in economics, among whom 
were students from the United States Army. The vagueness of its title 
conveys a very fair idea of the vagueness of its point of view. It deals 
in the main with industria] and social problems in nineteenth-century 
England. The first two-thirds of it contains a fairly consistent account 
of English industrial problems down to 1850. After that its author 
wanders off into a series of more or less disconnected essays on mining 
operations, the historical basis of capitalism, the co-operative movement, 
and such like. One can hardly resist the surmise that, like many another 
college lecturer, Mr. Fay planned his series on too large a scale and after 
getting halfway through found his time running short and crowded into 
the last few lectures his observations on matters of particular interest to 
him. And yet his book is most illuminating in those chapters where he 
gets off the beaten track. What he says about Cobbett and Cobden 
and the beginnings of English socialism and the Anti-Corn Law League 
has been much better said elsewhere. On Chartism he is distinctly weak. 
Not many students will agree with his statement that Chartism was, in 
its last analysis, a religious movement. On the other hand, his account 
of the English co-operative movement since 1844 is unusually good, and 
his chapters on the “ Historical Basis of Capitalism” make a contribution 
of real importance to the understanding of that subject. They furnish 
a badly needed antidote to Hobson’s Evolution of Modern Capitalism. 
The spirit of them is so admirably expressed in a concluding paragraph 
that it is worth quoting in full: 
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Direct employment, net wages, steam power and large scale industry, these 
are the things which capitalism, studied objectively, implies. Under it the 
standard of working class living steadily improved, and the owners of capital 
saved much more than they spent. But it does not follow that what worked 
in the nineteenth century will work in the twentieth. For the conditions of 
competition on which the old system was based are being transformed by the 
Combine on one hand and the Trade Union on the other. Furthermore the 
whole fabric of economic life has been stirred by the upheaval of war. Capital- 
ism is now challenged less on account of its antecedents than on account of the 
outlook and supposed motives of those who are held responsible for it. The 
Co-operative Commonwealth is matched against capitalism. It should be 
possible to do justice to these new aspirations without reading irrelevant 
notions into the history of the nineteenth century. 

A number of distinguished economic historians who are alive and at 
work in England and America today will do well to read, mark, learn, 
and inwardly digest that last sentence. 


CoNYERS READ 
UNIVERSITY OF CHICAGO 


The Governments of Europe. By FREDERIC AUSTIN Occ. New 
York: The Macmillan Company, 1920. Pp. x+775. 

This new edition of a well-known text is a very welcome addition to 
the available texts in political science. Our participation in the war 
gave a new impetus to the study of foreign governments in American 
colleges and universities, and our enlarged place and unfolding respon- 
sibilities in world-affairs emphasize the need of a more extensive acquaint- 
ance with other political systems if we are to put off our insularity and 
exercise an intelligent leadership among the states of the world. 

Professor Ogg’s book is a very extensive revision of the Governments 
of Europe which appeared in 1913; it is almost a new text. A third of 
the original material is omitted entirely, namely the chapters dealing with 
Austria-Hungary, Holland, Belgium, Denmark, Norway, Sweden, Spain, 
and Portugal. This is, on the whole, an improvement. The book is 
used chiefly as a text in courses in so-called comparative government, 
and it is of little use to include in such courses more than one example 
of each type of government. 

The space gained by this elimination is profitably used in expanding 
the treatment of the remaining states. The chapters in which is sketched 
the historical development of the political institutions of each state are 
completely rewritten, so that they cover the same ground in fewer words, 
usually with a gain in clearness and interest. Sometimes there is a 
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shifting of emphasis. For example, in the case of France more attention 
is given to pre-revolutionary conditions; and in the case of Germany 
emphasis is placed upon the liberal forces in the nineteenth century and 
their failure to prevail over autocracy and militaristic imperialism. On 
the other hand, much more space is given to the description of the 
existing governmental institutions, especially in England and France, 
and the changes of the last seven years are carefully explained. For 
instance, in the English section there are concise and comprehensive 
accounts of the war cabinet and the Representation of the People Act 
of 1918 and a good discussion of the parliamentary reorganization arising 
out of the war; and in the French section we find a long review of the 
movement for electoral reform which culminated in the Electoral Law 
of 1919. There is an entirely new chapter on the self-governing colonies 
of the British Empire. 

The most noticeable change in the treatment of the larger states is 
the importance assigned to party politics. There are seventy-five pages 
of new material dealing with the party organizations and issues of 
England and sketching English political history since 1914; twenty-two 
pages are given to a most illuminating statement of the Irish question. 
The discussion of French party politics is increased in length almost 
threefold. There is some enlargement of the chapter on German parties, 
with an analysis of the reactionary elements in the German state just 
before the war and a much more extensive treatment of the Social 
Democrats; this is followed by a brief but clear account of party condi- 
tions during the war and the reform movement that led to the revolution 
and the establishment of the republic. 

The pre-war governments of Germany and Prussia are included 
“partly because every student of comparative government ought to be 
familiar with the former German system, and partly because more of 


the old system than is commonly supposed survives in the new.” Then, 
after the account of the revolution, there is an exposition of the chief 
features of the present constitution. A short chapter is given to a review 
of conditions in Russia before the war and a brief explanation of the 
political organization of the Soviet Republic. As before, the book 
abounds in bibliographical notes, including references to much valuable 
material in recent periodical literature, making it especially useful for 


classroom work. 
ALBER? R. ELLINGWOOD 
LAKE ForEsT COLLEGE 





